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Mr.  Jones,  from  the  Committee  on  the  Budget, 
submitted  the  following 

REPORT 

[To  accompany  H.R.  3982] 
[Including  cost  estimates  of  the  Congressional  Budget  Office] 


The  Committee  on  the  Budget  to  whom  reconciliation  recommendations  were 
submitted  pursuant  to  Section  301  of  the  First  Concurrent  Resolution  on  the 
Budget  for  Fiscal  Year  1982,  having  considered  the  same,  reports  a  bill 
embodying  those  recommendations  along  with  a  Committee  substitute. 

STATEMENT  OF  THE  COMMITTEE  ON  THE  BUDGET 

In  the  First  Budget  Resolution  for  Fiscal  Year  1982  the  Congress  directed 
15  Committees  of  the  House  of  Representatives  to  take  unprecedented  actions  to 
restrain  Federal  spending.    Under  the  reconciliation  instructions,  each  of  the 
15  Committees  was  directed  to  make  spending  reductions  in  both  authorizations 
and  direct  spending  programs  (entitlements)  for  not  only  fiscal  year  1982  but 
fiscal  years  1983  and  1984  as  well.    The  Budget  Committee  notes  that  all 
standing  committees  have  submitted  recommendations  that  will  achieve  the 
overall  targeted  savings  set  forth  in  the  First  Concurrent  Resolution.    As  a 
matter  of  fact,  nine  of  the  standing  committees  exceeded  their  targeted 
reductions,  four  achieved  the  exact  amounts,  and  the  remaining  two  committees 
were  only  slightly  under. 

Although  the  scope  of  the  reconciliation  instructions  and  the  amounts 
targeted  for  reduction  are  unprecedented,  implementation  of  reconciliation 
instructions  is  not  new.    Last  year  the  standing  committees  of  the  House  and 
Senate  produced  a  reconciliation  act  which  resulted  in  savings  of  $6.2  billion 
and  $4.2  billion  in  additional  revenues.    It  marked  the  first  time  that 
Committees  were  instructed  to  reduce  direct  spending  programs  which  would 
result  in  Congress  having  greater  control  over  future  Federal  spending. 
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Expanding  the  effort  begun  a  year  ago,  this  year  the  committees  were 
directed  to  achieve  reductions  in  outlays  of  $35.1  billion  in  fiscal  year 
1982,  $46.3  billion  in  fiscal  year  1983,  and  $55.5  billion  in  fiscal  year 
1984.    The  overall  totals  resulting  from  the  Committees'  recommendations 
indicate  that  they  have  not  only  complied  with  specific  totals  mandated  in  the 
Resolution  but  have  actually  exceeded  them.    These  actions  will  reduce  deficit 
spending  and  increase  the  prospects  for  achieving  a  balanced  budget  in  the 
near  future. 

Critical  to  an  understanding  of  the  reconciliation  process  is  that  its 
effectiveness  and  success  are  directly  dependent  upon  the  specific  actions  of 
the  standing  committees.    Reconciliation  directives  deal  only  with  the  amounts 
of  overall  reductions.    The  specific  manner  in  which  reductions  are  achieved 
remains  the  exclusive  prerogative  of  each  standing  committee  and  the  parent 
body.    Under  the  Budget  Impoundment  and  Control  Act  of  1984,  the  Budget 
Committee's  responsibility  extends  only  to  the  compilation  of  what  the 
standing  committees  have  done  and  reporting  those  recommendation  in  the  form 
of  an  omnibus  reconci lition  bill  to  the  House  of  Representatives. 

Even  though  the  Budget  Committee  has  no  authority  to  make  substantive 
changes  in  the  recommendations  reported  to  it,  the  Committee  does  review  each 
recommendation  in  a  careful  and  systematic  manner  to  determine  whether  the 
proposed  savings  are  real  and  achievable.    For  example,  in  the  case  of  a 
program  that  falls  within  the  jurisdiction  of  more  than  one  committee, 
specific  savings  are  counted  for  each  of  the  committees  involved.    But  such 
savings  would  be  counted  only  once  in  determining  the  total  savings  directed 
in  the  reconciliation  instructions.    After  careful  examination  and  review,  the 
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Budget  Committee  believes  that  the  savings  recommended  by  the  committees  are 
both  real  and  achievable. 

Furthermore,  a  special  problem  in  the  implementation  of  reconciliation 
instructions  is  the  determination  from  what  base  the  savings  are  to  be 
counted.    In  this  bill  savings  are  determined  on  the  basis  of  reductions  made 
from  the  "current  policy"  base  as  defined  by  the  Congressional  Budget  Office. 
Generally,  current  policy  is  the  congressional  policy  for  each  program  for 
fiscal  year  1981  adjusted  for  inflation.    Both  the  House  and  the  Senate  Budget 
Committees  have  cooperated  to  formulate  this  base,  and  all  committees  use  the 
same  base  for  determining  the  savings  within  their  jurisdiction  and  the  amount 
of  each  reduction  is  independently  verified  by  the  Congressional  Budget 
Office. 

The  reconciliation  instruction  in  the  First  Budget  Resolution  directed 
the  standing  committees  to  reduce  program  authorization  levels,  as  well  as 
direct  spending  authority.    These  changes  in  authorizations  then  set  specific 
limits  on  the  amount  that  may  be  appropriated  for  the  programs  being 
authorized.    Approximately  $19.6  billion  in  outlay  reductions  are  a  direct 
result  of  changes  in  authorization  levels.    The  decision  to  include 
authorizations  in  reconciliation  stems  from  adoption  of  the  Gramm-Latta 
substitute  budget  resolution. 

It  should  be  noted  that  the  standing  committees  have  been  able  to  report 
these  reductions  within  a  period  of  approximately  three  weeks.  Each 


Committee  pursued  its  task  digilently  and  acted  in  good  faith.    By  anyone's 
criteria  this  is  indeed  an  impressive  accomplishment  for  the  House  of 
Representatives. 

The  Budget  Committee  fully  anticipates  the  magnitude  of  the  savings 
required  in  this  reconciliation  bill  will  result  in  very  difficult  choices  for 
Members  of  Congress.    In  every  sense  of  the  word,  it  is  an  extraordinary 
procedure  and  requires  the  utmost  in  self-discipline.    The  House  Committees, 
however,  have  responded  to  this  charge,  and  have  made  difficult  choices  to 
achieve  savings  not  only  in  fiscal  year  1982,  but  fiscal  years  1983  and  1984 
as  well . 

COMMITTEE  SUBSTITUTE 

The  Committee  also  directed  the  Chairman  to  introduce  a  bill,  H.R.  3964, 
which  includes  the  reconciliation  proposals  as  submitted  by  the  committees  with 
certain  changes: 

(1)  The  bill  includes  a  submission  of  reconciliation  proposals  by  the 
Chairman  of  the  Committee  on  Energy  and  Commerce; 

(2)  It  omits  section  10103  of  title  X  as  submitted  by  the  Committee  on 
Post  Office  and  Civil  Service  to  clarify  the  intent  of  the  Committee 
with  respect  to  the  closing  of  post  offices;  and 


(3) 


It  corrects  certain  provisions  as  submitted  to  the  Budget  Committee 
involving  jurisdictional  overlap  between  committees.  Specifically, 

(4) 


it  omits  oil  spill  liability  provisions  from  titles  IX  and  XI;  it 
includes  language  in  title  IX  clarifying  the  impact  of  certain 
proposals  upon  matters  within  the  jurisdiction  of  the  Committee  on 
Ways  and  Means;  it  omits  certain  revenue  provisions  from  title  VI; 
and  it  transfers  certain  provisions  relating  to  the  Black  Lung 
program  from  title  V  to  title  XV  of  the  bill. 


VOTE  OF  THE  COMMITTEE  IN  REPORTING  THE  BILL 


In  compliance  with  clause  2(1) (2) (B)  of  rule  XI  of  the  Rules  of  the  House 
of  Representatives,  the  following  statement  is  made  relative  to  the  vote  of 
the  Committee  in  reporting  the  bill.    H.R. 3982  was  ordered  reported  by  the 
Committee  by  a  voicevote  with  a  quorum  being  present. 


BUDGET  AUTHORITY  AND  COST  ESTIMATES,  INCLUDING  ESTIMATES 
OF  CONGRESSIONAL  BUDGET  OFFICE 


In  compliance  with  clause  7(a)  of  rule  XIII  and  clause  2(1) (3) (C)  of  rule 
XI  of  the  Rules  of  the  House  of  Representatives,  the  Committee  provides  that 
information  furnished  by  the  Congressional  Budget  Office  on  H.R.  3982,  and 
required  to  be  included  therein,  will  appear  in  the  explanation  of  the  various 
titles  contained  in  the  bill. 


INFLATIONARY  IMPACT  STATEMENT 


With  respect  to  clause  2(1)(4)  of  rule  XI  of  the  Rules  of  the  House  of 
Representatives,  the  Committee  states  that  H.R. 3982,  which  involves  a  total 

(5) 
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estimated  savings  for  fiscal  year  1982  of  $47  billion  in  budget  authority  and 
$31.4  billion  in  outlays,  a  total  estimated  savings  for  fiscal  year  1983  of 
$54.3  billion  in  budget  autority  and  $39.1  billion  in  outlays,  and  a  total 
estimated  savings  for  fiscal  year  1984  of  $61.5  billion  in  budget  authority 
and  $48.6  billion  in  outlays,  would  not  have  an  inflationary  impact  on  prices 
and  costs  in  the  operation  of  the  general  economy. 
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TITLE  I  -  COMMITTEE  ON  AGRICULTURE 


BRIEF  EXPLANATION 

The  reconciliation  bill  agreed  on  by  the  House  Committee 
on  Agriculture  would-- 

(1)  achieve  required  reductions  in  authorizations  for 
appropriations  by-- 

(a)  imposing  a  cap  on  the  Food  Stamp  Program  of 
(i)   $10,846,000,000  for  fiscal  year  1982  which  represents  a 
reduction  in  the  program  authorization  of  $1,458,000,000  for 
that  year;    (ii)   $10,628,000,000  for  fiscal  year  1983  which 
represents  a  reduction  of  $1,971,000,000  for  that  year;  and 
(iii)   $10,620,000,000  which  represents  a  reduction  of 
$2,327,000,000  for  that  year.     It  also  authorizes  appropriations 
for  the  program  in  the  total  amount  of  $11,480,000,000  for 
fiscal  year  1981. 

(b)  imposing  a  cap  on  most  other  programs  of  the 
Department  of  Agriculture  carried  out  with  appropriated 
funds  and  on  salaries  and  expenses  for  most  of  the  agencies, 
functions  and  activities  of  the  Department.     The  caps  generally 
represent  across-the-board  cuts  in  budget  authority  of  9.2 
percent  for  fiscal  year  1982,  10.8  percent  for  fiscal  year 
1983,  and  12.4  percent  for  fiscal  year  1984,  and  result  in 
savings  of  $519,712,000,   $636,463,000  and  $768,293,000,  res- 
pectively, for  the  three  years. 

(2)  achieve  required  reductions  in  direct  spending 
programs  by-- 

(a)  providing  a  support  level  for  milk  of  75  percent 
of  parity  with  no  semiannual  adjustment  for  fiscal  year  1982 
and  75  percent  of  parity  with  semiannual  adjustments  for  the 
next  three  fiscal  years  in  lieu  of  the  support  level  of  80  per- 
cent of  parity  provided  in  fiscal  year  1981.     These  changes  provide 
for  fiscal  year  1982  savings  in  outlays  of  $459,000,000,  for 
fiscal  year  1983  savings  in  outlays  of  $891,000,000  and  for  fiscal 
year  1984  savings  in  budget  authority  of  $449,000,000  and  savings 
in  outlays  of  $1,188,000,000. 

(b)  eliminating  the  interest  waiver  for  grain  of  the 
1980  and  1981  crop  included  in  the  long-term  producer  reserve 
program  thereby  saving  $165,000,000  in  outlays  for  fiscal  year 
1982  and  $60,000,000  in  budget  authority  for  fiscal  year  1983. 

(c)  imposing  a  limitation  of  $300,000,000  for  insured 
water  and  sewer  facility  loans  authorized  for  fiscal  year  1982 
and  $130,000,000  for  insured  community  facility  loans  authorized 
for  fiscal  year  1982,  permanently  increasing  the  interest  rate 
on  such  loans  from  five  percent  to  not  more  than  the  outstanding 
municipal  bond  rate  (except  for  loans  made  to  serve  low- income 
families)  and  increasing  the  interest  rate  for  farm  ownership 
and  operating  loans  to  low- income  limited  resource  borrowers 
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to  not  more  than  one  half  the  cost  of  money  to  the  Government. 
These  changes  provide  savings  of  $179,000,000  in  budget  authority 
and  $21,000,000  in  outlays  for  fiscal  year  1982,  and  savings  in 
budget  authority  and  outlays  of  $13,000,000  in  fiscal  year  1983 
and  $59,000,000  in  fiscal  year  1984. 

(d)     reducing  by  $6,000,000  for  fiscal  year  1982  the 
amount  of  administrative  expenses  that  may  be  paid  from  the 
funds  of  the  Commodity  Credit  Corporation. 


PURPOSE  AND  NEED 


The  House  Agriculture  Committee  has  reported  legislation  which 
contains  a  balanced  package  of  reconciliation  provisions.     It  is 
difficult  to  make  cuts  in  programs  of  the  magnitude  demanded  by  the 
reconciliation  provisions  of  the  First  Concurrent  Budget  Resolution. 
However,  the  Committee  on  Agriculture  faced  its  responsibilities  and 
acted  with  two  goals  in  mind  --to  spread  the  burden  of  the  cuts  in 
a  fair  manner,   and  to  preserve  essential  services  in  programs  for 
which  this  Committee  has  jurisdiction. 

The  Committee  was  required  to  reduce  authorizations  for  appro- 
priations by  $1,976  billion  in  budget  authority  and  $1,828  billion 
in  outlays  for  fiscal  year  1982,  with  the  savings  increasing  pro- 
gressively for  fiscal  years  1983  and  1984.     In  the  case  of  direct 
spending  programs ,   it  was  required  to  reduce  budget  authority  by 
$232  million  and  outlays  by  $693  million  for  fiscal  year  1982,  with 
increased  amounts  for  the  two  succeeding  years. 

The  Committee  achieved  the  reductions  in  authorizations  for 
appropriations  partly  by  imposing  a  spending  cap  on  the  food  stamp 
program.     Further  savings  came  from  similar  spending  caps  on  other 
programs  of  the  Department  of  Agriculture  (and  on  the  salaries  and 
expenses  relating  to  those  other  programs),  except  for  agricultural 
research,  extension,  and  teaching  and  foreign  market  development. 

The  Committee  achieved  required  reductions  in  direct  spending 
by  reducing  the  support  level  for  milk  from  80  percent  of  parity  to 
75  percent  of  parity  with  no  semiannual  adjustment  for  fiscal  year 
1982;  by  eliminating  the  mandatory  first-year  interest  waiver  for 
1980-  and  1981-crop  grain  which  producers  deposit  in  the  future  in 
the  long-term  producer  reserve;  by  imposing  user  fees  for  inspection 
programs  for  cotton,   tobacco,   and  grain,  and  for  services  under  the 
United  States  Warehouse  Act;  by  limiting  the  amount  of  rural  develop- 
ment-type loans  that  may  be  made  by  the  Farmers  Home  Administration 
in  fiscal  year  1982,  and  increasing  the  interest  rate  on  such  loans; 
and  finally  by  reducing  the  administrative  expenses  that  may  be  paid 
from  the  funds  of  the  Commodity  Credit  Corporation. 

The  details  of  these  changes  are  described  more  fully  elsewhere 
in  this  report. 

The  Committee  reviewed  the  proposals  for  legislative  changes 
recommended  by  the  Budget  Committee  and  accepted  many  of  them.  For 
example,   the  Committee  accepted  the  proposed  reductions  in  the  food 
stamp  program,   the  elimination  of  the  interest  waiver  on  grain  to  be 
entered  into  the  farmer-held  reserve,   the  proposal  for  adoption  of 
user  fees  for  the  inspection  programs  and  certain  of  the  recommended 
changes  in  the  rural  development  programs  of  the  Farmers  Home 
Administration.     However,   it  did  not  agree  with  several  other 
recommendations  and,   instead,   adopted  a  package  of  legislation  which 
it  believes  spreads  the  burden  of  required  reductions  more  equitably. 
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For  example,   the  Committee  did  not  accept  the  recommendations 
for  substantial  cuts  for  authorization  programs  such  as  the  Public 
Law  480  program,   the  agricultural  conservation  programs , and  the 
programs  for  water  and  waste  disposal  grants.     In  the  direct  spending 
category  it  did  not  agree  with  recommendations  for  phasing  out  the 
farm  storage  facility  loan  program  and  for  sharp  reductions  in  the 
farmer  loan  programs  of  the  Farmers  Home  Administration,   such  as  its 
real  estate,   operating  and  emergency  loan  programs. 

The  Committee  is  of  the  view  that  the  Food  for  Peace  Program 
provided  for  in  the  Public  Law  480  legislation  is  a  very  important 
foreign  policy  and  market  development  tool  which  should  not  be 
short  changed.     It  also  believes  that  agricultural  conservation  is 
a  matter  deserving  of  prime  attention  in  order  to  preserve  our 
fertile  farmlands  so  that  American  agriculture  can  continue  to  meet 
food  and  fiber  demands  here  and  abroad.     Further,   it  is  convinced 
that  the  integrity  of  the  farmer  credit  programs  of  the  Farmers  Home 
Administration  must  be  maintained.     Adequate  credit  is  the  keystone 
to  the  success  of  a  farmer's  operation.     At  times  when  interest 
rates  are  high  and  farmers  are  unable  to  obtain  credit  through  their 
usual  channels,   there  is  danger  that  a  farming  operation  may  fail. 
Also,   a  farm  storage  facility  loan  program  is  important  in  order  to 
enable  a  farmer  to  hold  grain  so  that  he  can  control  the  time  of 
its  disposition  and  obtain  as  high  a  return  as  possible.  Adequate 
storage  capacity  further  enables  the  producer  to  participate  in  the 
farmer-held  reserve  program,  benefiting  not  only  the  farmer  but  also 
the  economy  as  a  whole. 

Instead  of  making  these  proposed  legislative  changes,  the 
Committee  provided,   in  the  case  of  authorizations  for  appropriations, 
an  across-the-board  cut  of  about  nine  percent  in  budget  authority  for 
fiscal  year  1982  and  comparable  cuts  for  the  "out  years"  for  most 
of  the  programs  of  the  Department  of  Agriculture.     This  was  done  so 
that  the  burden  of  spending  reductions  could  be  shared  in  a  fair  and 
equitable  manner  by  all,   instead  of  being  targeted  to  a  few.     In  the 
case  of  direct  spending  programs,   the  Committee  achieved  a  sizable 
reduction  in  spending  by  providing  for  a  reduction  in  the  support 
level  for  milk  from  80  percent  of  parity  to  a  level  of  75  percent  of 
parity.     The  specific  details  of  the  Committee's  action  are  described 
in  the  section-by-section  analysis  which  follows. 


SECTION-by- SECTION  ANALYSIS 


Food  Stamp  Funding  and  Program  Extension 


Section  101  of  the  bill  amends  section  18(a)  of  the  Food  Stamp 
Act  of  1977  in  two  major  respects.     First,   it  increases  the  authori- 
zation for  appropriations  for  the  food  stamp  program  for  fiscal  year 
1981  from  $9,739,276,000  to  $11,480,000,000.     The  Department  of 
Agriculture  has  estimated  that  the  increased  sum  authorized  to  be 
appropriated  will  be  adequate  to  permit  operation  of  the  program 
without  reduction  in  benefit  levels  through  the  current  fiscal  ye 
The  Supplemental  Appropriation  Act  recently  enacted  into  law  cone, 
a  supplemental  appropriation  for  the  food  stamp  program  for  the 
current  fiscal  year  in  the  amount  of  $1,740,724,000,   subject  to 
proviso  "that  this  appropriation  shall  be  available  only  upon  en 
ment  into  law  of  authorizing  legislation....".     Inasmuch  as  it  is 
crucial  that  this  supplemental  appropriation  be  made  available  at  £ 
early  date  to  continue  operation  of  the  program  at  regular  levels  foi 
the  balance  of  the  fiscal  year,   the  increase  in  the  authorization  for 
fiscal  year  1981  is  included  in  the  bill. 

Section  101  further  amends  section  18(a)  of  the  Food  Stamp  Act 
of  1977  by  authorizing  appropriations  for  the  program  of  not  in  excess 
of  $10,846,000,000  for  fiscal  year  1982,   $10,628,000,000  for  fiscal 
year  1983,  $10,620,000,000  for  fiscal  year  1984,  and  $10,898,000,000 
for  fiscal  year  1985.     The  amounts  authorized  for  each  of  the  first 
three  of  these  fiscal  years,  when  deducted  from  the  CBO  baseline  for 
the  program  for  such  years,  result  in  savings  in  both  budget  authority 
and  outlays  in  the  amounts  of  $1,458,000,000,   $1,971,000,000,  and 
$2,327,000,000,  respectively,   for  fiscal  years  1982,   1983,  and  1984. 
The  savings  from  these  caps  on  authorizations  equal  those  recommended 
in  the  budget  resolution. 

It  should  be  noted  in  this  connection,   that  savings  which  would 
be  achieved  under  the  food  stamp  program  by  a  series  of  amendments 
to  the  Food  Stamp  Act  of  1977  contained  in  H.R.   3603,  which  was 
reported  to  the  House  by  the  Committee  on  Agriculture  on  May  19,  1981, 
and  by  certain  administrative  changes  which  are  to  be  implemented  by 


he  Department  of  Agriculture,  approach  in  total  the  savings  for 
iscal  year  1982  effected  by  this  bill,  and  make  very  significant 
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SAVINGS  -  FOOD  STAMP  PROGRAM 

Amendments  to  Food  Stamp  Act  by  H.R.  3603 
(millions  of  dollars) 


1982 

1983 

1984 

Family  Unit  Requirement 

BA 

10 

10 

H 

0 

10 

10 

11 

Elimination  of  Boarders 

BA 

50 

55 

60 

0 

50 

55 

60 

Adjustment  of  Thrifty  Food  Plan 

BA 

278 

255 

209 

0 

278 

255 

209 

Gross  Income  Eligibility 

BA 

130 

135 

140 

Standard 

0 

130 

135 

140 

Reduction  in  Deduction 

BA 

118 

50 

4 

Adjustment 

0 

118 

50 

4 

1/ 

1/ 

Retrospective  Accounting, 

BA 

-23, 

-26" 

162 

Periodic  Reporting 

0 

-25=-' 

-26±' 

162 

Claims  Collection 

BA 

25 

27 

30 

o 

25 

27 

30 

F1  irm  nati  nn  rt"f  9tT*i  Icpt^ 

BA 

50 

55 

60 

0 

50 

55 

60 

Prorating  Allotments 

BA 

500 

525 

540 

0 

500 

525 

540 

Elimination  of  Outreach 

BA 

3 

3 

3 

0 

3 

3 

3 

Repeal  of  Deduction  Increases 

BA 

64 

69 

74 

0 

64 

69 

74 

TOTAL 

BA 

1,205  1 

,158 

1,293 

0 

1,205  1 

,158 

1,293 

1/     Costs  of  implementation  exceed  savings  for 
fiscal  years  1982  and  1983. 
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In  addition,   the  Committee  has  been  informed  by  the  Food  and 
Nutrition  Service,  Department  of  Agriculture,  that  proposed 
administrative  actions  will  result  in  additional  savings  of  approxi- 
mately $175,700,000  for  fiscal  year  1982,  $190,900,000  for  fiscal 
year  1983,  and  $196,000,000  for  fiscal  year  1984.     Thus,  the 
legislative  and  administrative  changes  combine  to  achieve  savings 
approaching  those  made  by  this  bill  for  fiscal  1982,  and  to  con- 
tribute substantial  savings  in  the  two  following  fiscal  years. 
Both  types  of  savings  will,  of  course,  reduce  the  amount  of  funds 
necessary  to  operate  the  program. 

An  Administration  witness  informed  the  Committee  that  the  sum 
of  $10,846,000,000  authorized  by  the  bill  for  fiscal  year  1982  would 
be  adequate  to  fund  the  program  for  that  year  if  the  legislative  and 
administrative  savings  described  above  are  in  effect  for  that  year. 

Other  Reductions  in  Authorizations  for 
Appropriations  for  Programs 

Section  102  of  the  bill  contains  authorizations  for  appropria- 
tions and  prescribes  outlay  limits  for  fiscal  years  1982,  1983,  and 
1984  for  most  of  the  programs  of  the  Department  of  Agriculture  which 
are  carried  out  with  appropriated  funds.     The  savings  realized  under 
this  section  for  the  programs  designated  represent  reductions  from 
the  CBO  baseline  figures  which,  when  combined  with  the  savings  in 
salaries  and  expenses  reflected  in  section  103  of  the  bill,  consti- 
tute savings  in  budget  authority  totaling  $519,712,000  for  fiscal  year 
1982,   $636,463,000  for  fiscal  year  1983,  and  $768,293,000  for  fiscal 
year  1984,  and  savings  in  outlays  for  such  years  of  $373,132,000, 
$511,227,000,  and  $676,106,000,  respectively.     These  combined  totals, 
when  added  to  the  reductions  in  the  food  stamp  program  under  section 
101,   slightly  exceed  the  overall  savings  prescribed  by  the  authoriza- 
tions segment  of  the  reconciliation  directive. 

It  was  determined  by  the  Committee  that  across-the-board  reduc- 
tions in  authorizations  for  most  of  the  programs  of  the  Department 
carried  out  with  appropriated  funds  and  for  most  Department  agencies 
would  be  the  most  equitable  and  even-handed  approach  to  achieving 
the  balance  of  the  authorizations  savings  prescribed  by  the  recon- 
ciliation directive  remaining  after  allowance  is  made  for  the  savings 
in  the  food  stamp  program  realized  by  section  101.     The  across-the-board 
savings  were  achieved  by  reducing  the  baseline  figures  for  the  programs 
for  fiscal  years  1982,  1983,  and  1984  by  9.2  percent,  10.8  percent, 
and  12.4  percent,  respectively,   and  by  reducing  the  related  outlays  by 
6.6  percent,  8.8  percent,  and  11.1  percent,  respectively.  Primarily 
because  of  reductions  made  in  section  101  and  as  a  result  of  the 
Committee's  policy  judgments,  reductions  were  not  made  in  sections  102 
and  103  of  the  bill  for  the  domestic  food  assistance  programs  and  the 
Food  and  Nutrition  Service,   the  foreign  market  development  program  and 
the  Foreign  Agricultural  Service,  or  the  research,  extension,  and 
teaching  programs  and  the  Science  and  Education  Administration. 
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In  general,   the  figures  carried  in  section  102  are  the  baseline 
figures  so  reduced,  and  the  programs  are  described  in  the  manner 
followed  in  the  Agriculture,  Rural  Development,  and  Related  Agencies 
Appropriation  Act.     There  are,  however,   some  exceptions  to  the 
straight  percentage  reduction  approach.     The  amount  authorized  to 
be  appropriated  under  the  heading  "Dairy  and  Beekeeper  Indemnity 
Program"  for  each  of  the  years  involved  is  $200,000,   a  reduction 
of  $1,500,000  from  the  baseline  figure  of  $1,700,000  for  each  of 
such  years.     This  larger  reduction,   compared  with  the  general 
percentage  reductions  ordinarily  applied,  was  made  because  the 
beekeeper  indemnity  program,  which  has  been  the  source  of  most 
outlays  under  this  program,  expires  as  of  September  30,  1981,  and 
is  not  extended  by  H.R.   3606,   the  1981  Farm  Bill.     The  appropriations 
authorized  are  considered  adequate  for  the  continuing  dairy  indemnity 
program. 

It  should  be  noted  that  for  two  agencies  of  the  Department  of 
Agriculture  --  the  Soil  Conservation  Service  and  the  Forest  Service  -- 
reductions  both  in  programs  and  in  salaries  and  expenses  are  included 
in  the  aggregate  for  purposes  of  this  section  of  the  bill.     For  the 
Soil  Conservation  Service  the  baseline  figures  for  "Conservation 
Operations",   "Resource  Conservation  and  Development",   "Great  Plains 
Conservation  Program",  "Watershed  Planning",  and  "Watershed  and 
Flood  Prevention  Operations"  were  combined;  therefore,  the 
appropriations  authorized  and  the  outlays  limitation  represent  the 
combined  baseline  figures  for  those  programs  reduced  by  the  per- 
centages described  above.     In  addition,   the  combined  figures  also 
include  amounts  for  "River  Basin  Surveys  and  Investigations",  a 
program  which  had  been  assigned  by  CBO,   for  baseline  purposes,  to 
the  Committee  on  Public  Works  but  which  properly  is  within  the  sole 
jurisdiction  of  this  Committee.     The  CBO  baseline  figures  for  this 
program  were  reported  to  the  Committee  to  be  as  follows: 

1982  1983  1984 

Budget  authority  $18,579,000      $19,312,000  $19,650,000 

Outlays  $18,840,000      $19,294,000  $19,623,000 

The  combined  approach  was  followed  for  the  Soil  Conservation  Service 
programs  primarily  to  permit  flexibility  among  the  programs  and 
because  there  were  no  separate  baselines  for  programs  and  salaries 
and  expenses. 

Further,   the  authorizations  for  the  Forest  Service  appear  in 
section  102  in  a  somewhat  different  manner  than  they  appear  in  the 
CBO  baseline  printout.     In  the  printout,   there  is  an  account 
entitled  "Forest  Management,  Protection,  and  Utilization".  How- 
ever, because  the  Committee  wished  to  address  certain  subaccounts 
under  this  heading,  the  authorizations  are  broken  out,  in  section 
102,   into  three  headings,  namely,   "Forest  Research",   "State  and 
Private  Forestry",   and  "National  Forest  System",  which  is  the 
manner  in  which  these  matters  are  carried  in  the  Agriculture, 
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Rural  Development,  and  Related  Agencies  Appropriation  Act.  The 
calculated  baseline  for  each  of  these  accounts  used  by  the  Committee, 
when  totaled,  equal  the  baseline  figures  for  "Forest  Management, 
Protection,  and  Utilization"  carried  in  the  CBO  printout.  To 
allocate  the  CBO  baseline  figures  among  the  three  accounts  referred 
to,  the  Committee,  pursuant  to  the  informal  advice  of  CBO,  used  the 
ratio  among  the  amounts  allocated  to  each  of  the  accounts  in  the 
President's  budget. 

Finally,  in  the  account  "National  Forest  System",  the  Committee 
provided  for  including,  in  the  overall  amount  authorized  to  be 
appropriated,  not  less  than  specified  amounts  for  reforestation  and 
timber  stand  improvement.     In  the  account  "Construction  and  Land 
Acquisition"   (which  is  derived  directly  from  the  CBO  baseline 
figure  for  that  account) ,  the  Committee  prescribed  a  ceiling  for 
authorizations  for  forest  road  construction.     And,  in  both  of  these 
accounts,  a  proviso  proscribes  use  of  any  of  the  funds  authorized 
to  be  appropriated  for  carrying  out  the  Bald  Mountain  road  and 
timber  sale  in  the  Siskiyou  National  Forest. 

It  is  the  Committee's  intent  that  nothing  contained  in  sections 
102  and  103  shall  affect  or  change  any  provision  of  law  which  permits 
transfers  of  amounts  from  one  appropriation  or  account  to  another. 
For  example,  the  Act  of  May  23,  1908,  authorizes  advances  of  money 
under  any  appropriation  for  the  Forest  Service  for  fighting  forest 
fires  in  emergency  cases.     Further,  the  Agriculture,  Rural  Develop- 
ment, and  Related  Agencies  Appropriation  Act,  Public  Law  96-528,  and 
earlier  appropriation  Acts  have  authorized  the  Secretary  of  Agricul- 
ture,  in  emergencies  which  threaten  the  livestock  and  poultry 
industries  of  the  country,  to  transfer  from  appropriations  or  other 
funds  available  to  the  agencies  or  corporations  of  the  Department, 
such  sums  as  are  deemed  necessary  for  the  arrest  and  eradication 
of  diseases  of  animals  or  poultry.     There  are  various  other 
transfer  authorities  of  this  nature  available  to  the  Secretary  or 
the  Department.     Such  authorities  are  not  altered  in  any  way  by 
the  provisions  of  this  section  or  section  103.     Such  provisions 
would,  however,  establish  a  "cap"  on  the  amount  which  may  be 
appropriated  for  any  fiscal  year  for  the  programs  or  accounts 
specified  in  the  sections. 

Other  Reductions  in  Authorizations  for  Appropriations  for 
Salaries  and  Expenses 

Section  103  of  the  bill  carries  out,  for  salaries  and  expenses, 
the  general  across-the-board  cut  approach  followed  in  section  102 
for  programs.     The  same  percentages  applied  to  reach  the  savings 
in  budget  authority  achieved  under  section  102,  were  applied  to 
CBO  baselines  to  arrive  at  the  figures  carried  in  section  103. 
However,  the  individual  figures  arrived  at  for  each  agency,  office, 
and  function  designated  in  this  section  were  aggregated  and  presented 
as  a  total  appropriation  authorization  for  each  of  the  fiscal  years 
1982,  1983,  and  1984.     This  approach  was  designed  to  allow  the 
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Secretary  discretion  as  to  how  the  reductions  represented  by  the 
total  authorization  for  each  year  are  to  be  applied  among  the 
agencies,  offices,  and  functions  named  in  section  103. 

As  in  section  102,  there  are  some  exceptions  to  the  approach 
of  making  straight  percentage  reductions  in  CBO  baseline  figures. 
Adjustments  were  made  in  the  baselines  used  to  produce  savings  in 
the  salaries  and  expenses  for  the  Federal  Grain  Inspection  Service 
and  the  Agricultural  Marketing  Service.     The  CBO  figures  represent, 
in  general,  the  1981  expense  figures,  adjusted  for  inflation. 
However,   Subtitle  B  of  the  bill  makes  legislative  changes  imposing 
user  fees  for  certain  of  the  services  provided  by  the  two  agencies 
named.     It  did  not  appear  accurate,   therefore,   to  use  the  CBO 
baselines  for  this  purpose.     To  do  so  would,  in  the  Committee's 
judgment,  overstate  savings,   since  Department  of  Agriculture 
officials  advised  that,  for  example,  the  budget  request  for 
salaries  and  expenses  for  the  Federal  Grain  Inspection  Service  for 
fiscal  year  1982  would  be  $29,980,000  if  no  user  fee  legislation 
were  adopted,  but  only  $5,879,000  if  such  legislation  were  adopted. 
Similarly,   the  corresponding  figures  for  the  Agricultural  Marketing 
Service  would  be  $53,399,000  and  $29,599,00,  respectively.     In  these 
circumstances,   the  Committee,   for  purposes  of  computing  its  savings 
for  these  agencies,  reduced  the  CBO  baseline  figures  by  the  same 
percentage  that  the  Agriculture  budget  request  figures  in  the  event  of 
user  fee  legislation  bear  to  the  budget  request  figures  in  the  event  of 
no  user  fee  legislation.     Then,  to  the  adjusted  baseline  figures, 
the  same  percentages  of  reduction  used  for  the  other  agencies  were 
applied  to  ascertain  the  amounts  of  the  authorizations. 

Since  substantially  all  of  the  amounts  authorized  in  section 
103  are  for  salaries  and  expenses,   it  is  assumed  that  outlays  will 
closely  parallel  budget  authority.     Consequently,  no  separate 
limitations  on  outlays  are  specified  in  this  section. 
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Subtitle  B — Reduction  in  Direct  Spending 

Milk  Price  Support 

Section  201  amends  section  201  of  the  Agricultural  Act  ' 
of  1949,  to  establish  milk  price  supports  for  the  four  years 
beginning  October  1,   1981,  between  a  floor  of  75  percent  of 
the  "fair  earning  power"  parity  price  and  a  ceiling  of  90 
percent  of  parity.     This  price  support  level  is  tied  to  a 
formula  based  on  projected  purchases  of  surplus  milk  products 
by  the  government.     When  projected  annual  purchases  are  more 
than  500  million  pounds  of  nonfat  dry  milk,   or  butter  and 
cheese  equivalent  to  5.5  billion  pounds  or  more  of  whole 
milk,   the  minimum  support  level  would  be  not  less  than  75 
percent  of  parity.     As  projected  acquisition  levels  decline, 
the  minimum  support  level  would  increase.  It  is  currently 
expected  that  under  the  formula  in  the  bill  the  level  of 
support  would  be  75  percent  of  parity  during  the  next  three 
marketing  years. 

After  determining  the  minimum  level  of  support  called 
for  by  the  formula,  the  Secretary  would  also  be  required  to 
determine  the  actual  physical  CCC  inventory  of  dairy  products 
on  hand  at  the  end  of  the  marketing  year.     If  that  inventory 
exceeds  500  million  pounds  of  nonfat  dry  milk  or  butter  and 
cheese  equivalent  to  5.5  billion  pounds  of  milk,  the  support 
price  indicated  by  the  formula  for  the  forthcoming  marketing 
year  would  be  set  at  the  minimum  price  shown  on  the  formula 
scale.     The  Secretary,  in  such  a  case,  would  not  have  discretion 
to  treat  the  scale  figure  as  a  minimum  which  could  be 
exceeded  at  his  discretion. 

Increases  in  dairy  product  imports  during  the  marketing 
year  will  require  the  support  price  to  be  redetermined  by 
reducing  the  final  estimate  of  net  government  purchases  by 
the  milk  equivalent  of  the  imports.     The  increased  support 
price  so  determined  shall  become  effective  simultaneously 
with  the  announcement  of  expansion  of  dairy  product  imports. 

To  keep  pace  with  changes  in  production  costs,  beginning 
October  1,   1982,  provision  is  made  for  semiannual  adjustments 
to  not  less  than  75  percent  of  parity.     If  recent  CCC  pur- 
chases  (inventory  stocks)    indicate  that  purchases  are  being 
made  at  an  annual  rate  exceeding  5.5  billion  pounds  of  milk 
equivalent   (butterfat  basis] ,  or  500  million  pounds  of 
nonfat  dry  milk  the  support  price  of  milk  need  not  be  ad- 
justed unless  such  adjustment  is  necessary  to  prevent  a 
support  price  at  less  than  75  percent  of  parity  as  deter- 
mined at  the  beginning  of  the  semiannual  period. 
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To  assist  in  holding  down  government  costs,  there  would 
be  no  semiannual  adjustment  in  the  marketing  year  beginning 
October  1,   1981.     Adjustments  would  be  made,  however,   in  the 
years  1983  through  1985. 

This  new  legislation,  when  contrasted  with  the  milk 
price  support  program  that  has  been  in  effect  during  the 
1981  marketing  year  and  the  last  several  years,  during  which 
time  the  milk  price  support  level  has  been  maintained  at  a 
minimum  level  of  80  percent  of  parity,   shows  a  significant 
reduction  in  government  expenditures.     In  addition,  this 
action,  coupled  with  earlier  Congressional  action  which 
eliminated  the  April  1,   19  81  semiannual  parity  adjustment, 
will- serve  as  a  strong  economic  signal  to  the  nation's  dairy 
farmers  of  the  necessity  to  curtail  excess  production  of 
milk  so  as  to  better  control  mounting  CCC  inventories  of 
dairy  products. 

This  change  in  legislation  is  expected  to  result 
in  savings  of  $449  million  in  outlays  in  fiscal  year  1982 
and  $891  million  in  outlays  in  fiscal  year  1983.     Also,  it 
should  result  in  savings  of  $449  million  in  budget  authority 
and  $1,118  billion  in  outlays  in  fiscal  year  1984. 

Grain  Inspection 

Section  202  amends  the  United  States  Grain  Standards 
Act  for  the  three-year  period  October  1,  1981,  through 
September  30,   1984,   to  provide  for  the  funding  of  the 
inspection  and  weighing  program  by  the  imposition  of  user 
fees. 

In  the  1976  amendments  to  the  United  States  Grain 
Standards  Act,   Public  Law  94-582,  the  Administrator  of 
Federal  Grain  Inspection  Service  was  required  to  collect 
fees  which  would  cover  all  inspection  and  weighing  costs, 
including  administrative  and  supervisory  costs  directly 
related  thereto,  incurred  outside  the  Washington  office  of 
FGIS.     It  further  provided  that  designated  agencies  and 
State  agencies  delegated  authority  to  perform  inspection  and 
weighing  of  grain  shall  pay  to  the  Administrator,   fees  to 
cover  the  cost   (outside  the  Washington  office)   of  direct 
supervision  of  agency  personnel  and  direct  supervision  by 
FGIS  personnel  of  its  field  office  personnel.     The  Act  was 
amended  again  in  1977  by  section  1602  of  Public  Law  95-113 
to  delete  the  authority  to  recover  administrative  and 
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supervisory  costs.  This  proposed  amendment  to  the  Act  would 
reinstate  authority  to  recover  administrative  and  super- 
visory costs,   including  costs  incurred  in  the  Washington 
office. 

Paragraphs   CD   and   C2)   amend  sections  7(j)   and  7A(1)  of 
the  Act  to  require  the  Administrator  to  collect  reasonable 
inspection  and  weighing  fees  to  cover  the  estimated  cost  to 
the  Service  incident  to  the  performance  of  official  inspection 
and  weighing,  except  when  performed  by  a  designated  official 
agency  or  by  a  State  under  a  delegation  of  authority.  The 
fees  authorized  by  this  subsection  shall,   as  nearly  as 
practicable  and  after  taking  into  consideration  any  proceeds 
from  the  sale  of  samples,  cover  the  costs  of  the  Service 
incident  to  its  performance  of  such  services  in  the  United 
States  and  on  United  States  grain  in  Canadian  ports,  in- 
cluding administrative  and  supervisory  costs  related  thereto. 
The  fees  and  the  proceeds  from  the  sale  of  samples  obtained 
for  purposes  of  official  inspection  which  become  the  property 
of  the  United  States,  must  be  deposited  into  a  fund  which 
shall  be  available  without  fiscal  year  limitation  for  the 
expenses  of  the  Service  incident  to  providing  services  under 
this  Act. 

In  addition,  each  designated  official  agency  and  each 
State  agency  to  which  authority  has  been  delegated  under 
subsection   (e)   of  this  section  must  pay  to  the  Administrator 
fees  in  such  amounts  as  the  Administrator  determines  fair 
and  reasonable  and  as  will  cover  the  estimated  costs  incurred 
by  the  Service  relating  to  supervision  of  official  agency 
personnel  and  supervision  by  Service  personnel  of  its  field 
office  personnel.     Excepted  are  costs  incurred  under  section 
7  Cg)  (.3)   and  sections  9,   10,  and  14  of  this  Act  relating  to 
violations.     The  fees  are  payable  after  the  services  are 
performed  at  such  times  as  specified  by  the  Administrator 
and  must  be  deposited  in  the  fund  described  above.  Failure 
to  pay  the  fee  within  thirty  days  after  it  is  due  shall 
result  in  automatic  termination  of  the  delegation  or  desig- 
nation, which  shall  be  reinstated  upon  payments,  within  such 
period  as  specified  by  the  Administrator,  of  fees  currently 
due  plus  interest  and  any  further  expenses  incurred  by  the 
Service  because  of  such  termination.     The  interest  rate  on 
overdue  fees  shall  be  prescribed  by  the  Secretary  of  Agri- 
culture, but  not  less  than  the  current  average  market  yield 
on  outstanding  marketable  obligations  of  the  United  States 
of  comparable  maturity,  plus  an  additional  charge  of  not  to 
exceed  one  per  centum  per  annum  as  determined  by  the  Secre- 
tary of  Agriculture  and  adjusted  to  the  nearest  one-eighth 
of  one  per  centum. 
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Paragraph   (3)   adds  a  new  section  7C  to  provide  a 
limitation  on  administrative  and  supervisory  costs  which  may 
be  incurred  for  inspection  and  weighing   (excluding  standard- 
ization,  compliance,  and  foreign  monitoring  activities)  for 
each  of  the  fiscal  years  1982  through  1985  of  not  to  exceed 
35  per  centum  of  the  total  costs  for  such  activities  carried 
out  by  the  Federal  Grain  Inspection  Service  for  such  year. 

Paragraph  (4)   amends  section  19  to  authorize  appro- 
priations of  sums  necessary  for  standardization  and  com- 
pliance activities,  monitoring  in  foreign  ports  grain 
officially  inspected  and  weighed  under  this  Act,  and  any 
other  expenses  necessary  to  carry  out  the  provisions  of  this 
Act  for  each  of  the  fiscal  years  during  the  period  beginning 
October  1,  1981,  and  ending  September  30,  198  5,  to  the 
extent  that  financing  is  not  obtained  from  fees  and  sales  of 
samples.     The  sunset  provision  in  this  section  and  in  the 
provision  for  user  fees  assures  Congressional  oversight  of 
the  program  and  will  facilitate  any  changes  in  legislation 
needed  to  assure  proper  functioning  of  the  program. 

Paragraph   (5)   adds  a  new  section  20  to  require  the 
Secretary  of  Agriculture  to  establish  an  advisory  committee 
to  provide  advice  to  the  Administrator  of  the  Federal  Grain 
Inspection  Service  with  respect  to  the  efficient  and  economical 
implementation  of  the  United  States  Grain  Standards  Act  of 
1976.     The  advisory  committee  will  consist  of  not  more  than 
twelve  members,  appointed  by  the  Secretary,  representing  the 
interests  of  all  segments  of  the  grain  industry,  including 
grain  inspection  and  weighing  agencies.     Members  of  the 
advisory  committee  must  be  appointed  not  later  than  thirty 
days  after  the  date  of  enactment  of  this  section.  The 
advisory  committee  shall  be  governed  by  the  provisions  of 
the  Federal  Advisory  Committee  Act. 


Cotton  Classing  and  Related  Services 

Sections  203  through  206  establish  provisions  providing 
for  full  recovery  of  costs  by  the  government  for  cotton 
classing  and  related  services. 

Paragraph   (1)   amends  section  5  of  the  United  States 
Cotton  Standards  Act  to  require  the  Secretary  of  Agriculture 
to  cause  to  be  collected  fees  and  charges  for   (a)  licenses 
issued  to  classifiers  of  cotton,    (b)   cotton  classing  deter- 
minations made  under  the  Act,    (c)   the  establishment  of 
standards,  and   (d)   the  sale  of  copies  of  standards  under 
section  6  of  this  Act,  as  will  cover,  as  nearly  as  practicable, 
after  taking  into  consideration  net  proceeds  from  any  sale 
of  samples,  the  costs  incident  to  providing  services  and 
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standards  under  such  sections,   including  administrative  and 
supervisory  costs.  The  United  States  Cotton  Standards  Act 
provides,  among  other  things,   for  the  establishment  of 
cotton  standards.  At  the  present  time  the  cost  of  this 
service  is  borne  by  the  Department  of  Agriculture.  The 
service  of  classifying  cotton  has  been  on  a  fee  basis  but 
the  fees  under  current  legislation  have  not  recovered  for 
the  government  any  indirect  costs  such  as  supervisory  and 
administrative  costs  as  would  be  the  case  under  the  amendment. 
Classification  services  for  producers  have  been  provided 
free  of  charge  under  authority  of  the  Cotton  Statistics  and 
Estimates  Act  which  would  be  amended  by  section  204  of  the 
bill  as  described  below.  The  fees  and  charges  imposed  under 
the  amendment  would  be  credited  to  the  current  appropriation 
that  incurs  the  cost  and  would  remain  available  until  expended 
to  pay  the  expenses  of  the  Secretary  incident  to  providing 
services  and  standards  under  this  Act,  the  Cotton  Statistics 
and  Estimates  Act  and  the  United  States  Cotton  Futures  Act. 
The  Secretary  is  authorized  to  provide  for  the  cotton  samples 
submitted  or  used  in  the  performance  of  services  authorized 
by  this  Act  to  become  the  property  of  the  United  States  and 
to  be  sold  with  the  proceeds  credited  to  the  foregoing 
account.     Any  such  cotton  samples  would  not  be  subject  to 
the  surplus  disposal  provisions  of  the  Federal  Property  and 
Administrative  Services  Act  of  1949. 

Paragraph  (2)   amends  section  6(a)  of  the  Act  to  require 
that  the  price  established  by  the  Secretary  for  practical 
forms  representing  the  official  cotton  standards  of  the 
United  States  cover,  as  nearly  as  practicable,  the  estimated 
actual  cost  to  the  Department  for  developing  and  preparing 
the  forms. 

Section  204  amends  section  3a  of  the  Cotton  Statistics 
and  Estimates  Act  (the  Sraith-Doxey  amendment)   effective  for 
the  three  fiscal  years  1982  to  1984,   inclusive.     The  amend- 
ment requires  the  Secretary  of  Agriculture  to  make  cotton 
classification  services  available  to  producers  of  cotton  and 
to  provide  for  the  Department  of  Agriculture  to  collect 
directly  from  participating  producers  reasonable  fees  which, 
together  with  the  proceeds  of  samples  would  cover  as  nearly 
as  practicable  the  cost  of  the  service  including  adminis- 
trative and  supervisory  costs.     As  indicated  above  these 
services  are  currently  provided  to  producers  free  of  charge, 
except  that  the  Department  has  retained  the  samples  sub- 
mitted to  it  in  connection  with  classification  operations 
and  has  sold  the  samples  to  offset  part  of  the  cost  of  the 
service. 
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It  is  the  Committee's  intention  that  the  Department  not 
call  upon  cooperative  marketing  associations,  processors  or 
handlers  of  cotton  to  collect  the  fee  due,   if  any,  on  cotton 
handled  for  a  producer  by  such  association,  processor  or 
handler . 

The  Secretary's  net  cost  estimate   (after  taking  into 
account  the  proceeds  from  the  sale  of  samples)   used  to 
calculate  the  uniform  per-bale  fee  to  be  collected  from 
producers  for  such  classification  services  must  not  exceed 
$12,000,000  in  fiscal  year  1982,   $12,400,000  in  fiscal  year 
1983  and  $13,000,000  in  fiscal  year  1984.     All  samples  of 
cotton  submitted  for  classification  under  this  section  would 
become  the  property  of  the  United  States,  and  would  be  sold. 
Cotton  samples  would  not  be  subject  to  the  provisions  of  the 
Federal  Property  and  Administrative  Services  Act  of  1949 
relating  to  the  disposal  of  surplus  property.  Fees  collected 
under  this  section  and  proceeds  from  sales  of  samples  would 
be  credited  to  the  current  appropriation  that  incurs  the 
cost  and  remain  available  until  expended  to  pay  the  expenses 
of  the  Secretary  incident  to  providing  classing  services. 
The  Secretary  may  deposit  such  funds  in  an  interest  bearing 
account  with  a  financial  institution.     If  any  interest  is 
earned  on  this  account,  such  interest  so  earned  would  be 
credited  to  the  account  for  use  by  the  Secretary  in  pro- 
viding such  services.  There. are  authorized  to  be  appro- 
priated such  sums  as  may  be  necessary  to  carry  out  the 
provisions  of  this  section  to  the  extent  that  financing  is 
not  available  from  fees  and  the  proceeds  from  the  sale  of 
samples . 

In  the  past  several  years  field  offices  of  the  Cotton 
Division  of  Agricultural  Marketing  Service  have  performed 
classification  services  under  section  3a  of  the  Cotton 
Estimates  and  Statistics  Act  on  approximately  97  percent  of 
the  total  number  of  bales  produced  each  year.     It  is  important 
that  there  continue  to  be  maintained  a  system  of  determining 
and  making  an  official  record  of  the  quality  of  the  U.S. 
crop  available  to  producers  and  to  handlers  and  users  of 
cotton  both  here  and  abroad. 

Accordingly,  during  fiscal  years  1982-1984,   the  Secre- 
tary's net  cost  estimate  of  cotton  classification  must  be 
based  on  9  7  percent  of  the  number  of  running  bales  to  be 
produced  from  such  crop  as  determined  by  the  Secretary.  For 
example,  if  the  1981  crop  is  estimated  at  12  million  bales 
and  the  total  estimated  cost  of  classing  97  percent  of  that 
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number  of  bales  is  $14,550,000,  this  total  cost,  less 
estimated  proceeds  of  $3,000,000  from  the  sale  of  samples, 
would  leave  a  net  cost  estimate  of  $11,550,000  which  is 
within  the  limit  of  costs  specified  in  the  bill  for  fiscal 
year  1982.     These  numbers  would  result  in  a  per-bale  fee  of 
99  cents   ($11,550,000  -r  11,640,000). 

In  case  fee  collections  plus  proceeds  of  sample  sales 
in  any  fiscal  year  exceed  program  costs,  the  surplus  funds 
would  be  credited  to  the  appropriation  account  and  would 
apply  to  program  costs  for  the  following  fiscal  year. 

Section  205  amends  subsection  (f ) (1) (G)  of  the  United 
States  Cotton  Futures  Act  to  authorize  the  Secretary  to 
provide  for  cotton  samples  submitted  or  used  in  the  performance 
of  services  authorized  by  this  Act  to  become  the  property  of 
the  United  States  and  sold  with  the  proceeds  credited  to  the 
trust  account  established  under  section  5  of  the  Cotton 
Standards  Act.     Disposal  of  such  cotton  samples  is  not 
subject  to  the  surplus  disposal  provisions  of  the  Federal 
Property  and  Administrative  Services  Act  of  1949.     At  the 
present  time  the  proceeds  of  sale  are  being  deposited  into 
miscellaneous  receipts  of  the  Treasury  and  are  not  available 
to  cover  program  costs.     The  amendment  would  redress  this 
situation  and  provide  for  the  sales  proceeds  to  be  added  to 
the  trust  fund  used  to  cover  program  costs. 

Section  206  requires  the  Secretary  to  hold  annual 
meetings  with  representatives  of  the  cotton  industry  to 
review  CD   activities  and  operations  under  the  Cotton  Standards 
Act,  and  the  Cotton  Statistics  and  Estimates  Act,    (2)  activities 
and  operations  relating  to  cotton  under  the  United  States 
Warehouse  Act,  and  (31  the  effect  of  such  activities  and 
operations  on  prices  received  by  producers  and  sales  to 
domestic  and  foreign  users,  for  the  purpose  of  improving 
procedures  for  financing  and  administering  such  activities 
and  operations  for  the  benefit  of  the  industry  and  the 
government.     The  section  imposes  on  the  Secretary  the  obligation 
to  insure  that  the  universal  cotton  standards  system  and  the 
licensing  and  inspection  procedures  for  cotton  warehouses 
are  preserved  and  that  the  government  cotton  classification 
system  continues  to  operate  so  that  the  United  States  cotton 
crop  is  provided  an  official  quality  description. 
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Tobacco  Inspection  and  Related  Services 

Section  207  amends  the  Tobacco  Inspection  Act  to  require 
the  imposition  of  user  fees  to  cover  inspection  services 
under  that  Act  including  standardization  activities  that  are 
currently  funded  by  annual  appropriations. 

Paragraph  (1)   amends  section  5  to  provide  for  the 
Secretary  to  fix  and  collect  fees  for  inspection  and  certi- 
fication, the  establishment  of  standards,  and  other  services 
under  this  section  at  designated  auction  markets.     The  fees 
must,  as  nearly  as  practicable,  cover  the  costs  of  the 
services,  including  the  administrative  and  supervisory  costs 
customarily  included  by  the  Secretary  in  user  fee  calculations. 
The  fees,  when  collected,  shall  be  credited  to  the  current 
appropriation  that  incurs  the  cost  and  shall  be  available 
without  fiscal  year  limitation  for  the  expenses  of  the 
Secretary  incident  to  providing  services  under  this  Act. 
The  fees  would  be  assessed  against  the  warehouse  operator, 
irrespective  of  ownership  or  interest  in  the  tobacco,  and 
collected  by  the  warehouse  operator  from  the  sellers  of  the 
tobacco.     Inspection  and  related  services  would  be  suspended 
or  denied  if  the  warehouse  operator  fails  to  collect  or 
otherwise  pay  the  fees  and  charges  imposed  under  this  section. 
Tobacco  inspection  or  certification  services  provided  to 
designated  auction  markets  shall  take  precedence  over  such 
services,  other  than  reinspection ,   requested  under  the 
authority  contained  in  any  other  provision  of  law.  Finally, 
in  accordance  with  the  Federal  Advisory  Committee  Act,  the 
Secretary  is  required  to  establish  a  national  advisory 
committee  of  tobacco  producers,   and  advisory  subcommittees 
for  each  major  kind  of  tobacco,  to  advise  the  Secretary  with 
regard  to  the  level  of  inspection  and  related  services  and 
the  fees  and  charges  therefor.     The  advisory  committee  and 
subcommittees  established  under  this  section  shall  be  of 
permanent  duration. 

Paragraph   (2)   amends  section  6  to  require  the  Secretary 
to  fix  and  collect  fees  in  the  administration  of  this  section 
as  will  cover,   as  nearly  as  practicable,   the  costs  of  the 
services  provided,  including  administrative  and  supervisory 
costs.     Such  fees  and  charges  would  be  credited  the  account 
referred  to  in  section  5  of  this  Act. 

Warehouse  Examination,   Inspection,   and  Licensing 

Section  208  amends  the  United  States  Warehouse  Act  to 
require  the  fixing  and  collection  of  user  fees  in  connection 
with  inspection,   examination  and  licensing  of  warehouses 
under  the  United  States  Warehouse  Act. 
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Paragraph   (1)   amends  section  10  of  that  Act  to  require 
the  Secretary  of  Agriculture  to  charge  and  cause  to  be 
collected  a  reasonable  fee  for   (a)   each  examination  or 
inspection  of  a  warehouse   (including  the  physical  facilities 
and  records  thereof  and  the  agricultural  products  therein) ; 
(b)   each  license  issued  to  any  person  to  classify,  inspect, 
grade,  sample,  or  weigh  agricultural  products  stored  or  to 
be  stored  under  the  Act;    (c)  each  annual  warehouse  license 
issued  to  a  warehouseman  to  conduct  a  warehouse  under  the 
Act;  and   (d)   each  warehouse  license  amended,  modified, 
extended,  or  reinstated  under  this  Act.     The  fees  must 
cover,  as  nearly  as  practicable,  the  costs  of  providing  such 
services  and  licenses;   including  the  administrative  and 
supervisory  costs.  The  amount  of  fees  collected  for  cotton 
warehouse  inspection  cannot "exceed  $400,000  in  fiscal  year 
1982,   $415,000  in  fiscal  year  1983,   and  $430,000  in  fiscal 
year  1984.     All  fees  collected  shall  be  credited  to  the 
current  appropriation  that  incurs  the  costs  and  shall  be 
available  without  fiscal  year  limitation  for  the  expenses  of 
the  Secretary  incident  to  providing  services  under  the  Act. 
The  Secretary  may  deposit  the  funds  in  an  interest  bearing 
account  in  a  financial  institution.     If  any  interest  is 
earned  on  this  account,  the  interest  shall  be  credited  to 
the  account  for  use  by  the  Secretary  in  providing  services 
under  the  Act. 

Paragraph  (.2)   amends  section  31  to  authorize  appro- 
priations of  such  sums  to  carry  out  the  provisions  of  this 
Act  other  than  those  services  for  which  fees  are  authorized 
pursuant  to  section  10.  Appropriated  funds  may  be  used  by 
the  Secretary  to  employ  qualified  persons  not  regularly  in 
the  service  of  the  United  States  for  temporary  assistance  in 
carrying  out  the  provisions  of  this  Act. 

Effective  Date  of  User  Fee  Provisions 

Section  209  provides  for  the  user  fee  provisions  of 
sections  203,   205,   206,  and  207  of  this  Act  to  become 
effective  October  1,  1981. 

Naval  Stores 

Section  210  repeals  the  Naval  Stores  Act  upon  the  date 
of  enactment  of  this  Act.     Pursuant  to  the  Naval  Stores  Act, 
the  Department  performs  inspection  and  grading,  as  well  as 
standardization  of  naval  stores  products   (spirits  of  turpentine 
and  rosin) .     The  law  was  passed  to  prevent  the  misrepre- 
sentation, adulteration  and  misgrading  of  turpentine  and 
rosin  and  to  provide  a  basis  for  uniformity  in  these  products 
and  in  marketing  practices  related  thereto.     Funds  for  these 
activities  have  always  been  made  available  by  annual  appro- 
priations.    The  proposed  legislation  would  repeal  the  Naval 
Stores  Act  and  place  these  activities  on  a  cost  recovery 
basis  pursuant  to  the  Agricultural  Marketing  Act  of  1946. 
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Interest  Rates  on  Farmers  Home  Administration 
Water  and  Waste  Disposal  and  Community  Facility 
Loans,  Loans  to  Low-income  Limited  Resource 
Borrowers,   and  Loans  for  Nonfarm  Facilities  on  Prime  Farmlands 

Section  211  amends  section  307 (a)   of  the  Consolidated 
Farm  and  Rural  Development  Act  in  several  respects.  It 
removes  the  five  percent  interest  rate  ceiling  on  FmHA  water 
and  waste  disposal  and  essential  community  facility  loans 
(other  than  guaranteed  loans \   and  provides  that  interest 
rates  on  such  loans  would  be  set  by  the  Secretary  at  rates 
not  to  exceed  the  current  rate  of  municipal  obligations  of 
comparable  maturities  adjusted  to  the  nearest  one-eighth  of 
one  percent.     An  exception  is  provided  where  construction  or 
upgrading  of  facilities  is  necessary  to  meet  applicable 
health  or  sanitary  standards  in  areas  where  the  median 
family  income  is  below  the  poverty  line  and  in  other  low- 
income  areas  as  determined  by  the  Secretary.     In  such  cases 
interest  rates  may  not  exceed  five  percent. 

The  section  also  provides  that  interest  rates  on  specified 
FmHA  loans  be  increased  by  two  percent  over  the  rates  other- 
wise applicable  on  such  loans  for  activities  that  involve 
the  use  of  prime  farmland  or  unique  land.     Loan  categories 
to  which  such  two  percent  interest  rate  increases  shall 
apply  are  recreation  loans  or  other  loans  needed  to  supple- 
ment farm  income;   loans  for  outdoor  recreational  enterprises 
or  the  conversion  of  farming  or  ranching  operations  to 
recreational  uses;   small  business  enterprise  loans;   soil  and 
water  conservation  loans;  water  and  waste  disposal  facility 
loans;  certain  electric  transmission  loans;  business  and 
industrial  loans;  loans  made  jointly  with  other  governmental 
agencies  for  private  business  enterprises;  and  recreation  or 
other  loans  needed  to  supplement  the  farm  income  of  low- 
income  borrowers.     The  section  also  provides  that,  wherever 
practicable,  construction  by  a  State,  municipality  or  other 
political  subdivision  of  local  government  supported  by  such 
FmHA  loans  shall  be  placed  on  land  that  is  not  prime  farmland. 
Where  other  options  exist  for  the  siting  of  such  construction 
and  where  the  governmental  authority  still  desires  to  carry 
out  such  construction  on  prime  farmland,  the  two  percent 
interest  rate  increase  shall  apply,  but  it  shall  not  apply 
where  other  options  do  not  exist.     For  the  purpose  of  this 
legislation,  the  term  "prime  farmland"  includes  prime  and 
unique  farmland  as  defined  in  sections  657.5   (a),  and   (bl  of 
Title  7,  Code  of  Federal  Regulations  (1980). 
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Further,  section  211  amends  section  316(b)Ca)   of  the 
Consolidated  Farm  and  Rural  Development  Act  to  remove  the 
five  percent  interest  rate  ceiling  on  farm  ownership  and 
operating  loans  to  low-income,   limited  resource  borrowers 
and  provides  that  interest  rates  on  such  loans  shall  be 
determined  by  the  Secretary  but  not  in  excess  of  one-half 
the  average  market  yield  on  outstanding  United  States 
Government  obligations  of  comparable  maturities,  but  not 
less  than  five  percent. 

Finally,  the  section  provides  that  the  amendments  shall 
apply  to  loans  made  after  September  30,  1981. 

Emergency  Loans  of  Farmers  Home  Administration 
Covering  Production  Losses 

Section  212  amends  the  emergency  lending  authority  of 
Farmers  Home  Administration  contained  in  section  329  of  the 
Consolidated  Farm  and  Rural  Development  Act  to  require  the 
continuation  of  administrative  provisions  relating  to 
eligibility  for  assistance  based  on  production  loss  that 
have  been  in  effect  until  the  Department's  announcement  of 
May  29,   1981.     Under  the  amendment  the  Secretary  would  be 
required  to  make  emergency  loans  available  to  any  applicant 
seeking  assistance  based  on  production  losses  if  the  applicant 
shows  that  a  single  enterprise  which  constitutes  a  basic 
part  of  the  applicant's  farming,  ranching,  or  aquaculture 
operation  has  sustained  at  least  a  20  per  centum  loss  of 
normal  per  acre  or  per  animal  production  as  a  result  of  the 
disaster,  based  upon  the  average  monthly  price  in  effect  for 
the  previous  year,  and  the  applicant  otherwise  meets  the 
conditions  of  eligibility  prescribed  under  this  subtitle. 
Such  loans  must  be  made  available  based  upon  90  per  centum 
of  the  total  calculated  actual  production  loss  sustained  by 
the  applicant. 

These  are  the  provisions  that  have  formed  the  basis  for 
emergency  loans  until  May  29  when  the  Department  increased 
the  minimum  criterion  for  eligibility  for  actual  production 
loss  loans  from  20  percent  to  a  30  percent  loss  of  a  normal 
year's  production  and  reduced  the  emergency  loan  entitlement 
for  production  loss  loans  by  10  percent  to  80  percent.  The 
Committee  amendment  would  restore  the  cost  of  the  program  to 
the  figures  used  in  determining  the  baseline  for  the  reconciliation 
requirements  of  the  budget  resolution  but  not  add  to  those 
costs.     This  action  has  been  taken  because  of  the  Committee's 
concern  that  adequate  protection  is  needed  to  sustain  producers 
when  afflicted  by  natural  disasters  so  that  they  can  continue 
farming  operations  and  not  become  a  burden  to  the  economy. 
In  the  absence  of  sufficient  Federal  support  in  the  case  of 
a  disaster,   farmers  would  find  themselves  with  insufficient 
credit  to  enable  them  to  restore  their  farming  operation. 
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Rural  Development  Loans 

Section  213  amends  section  346(b) (2)   of  the  Consoli- 
dated Farm  and  Rural  Development  Act  which  places  limitations 
on  the  rural  development  lending  activities  of  Farmers  Home 
Administration  for  the  three  fiscal  year  period  1980  through 
1982.     The  amended  provision  would  limit  water  and  sewer 
facility  loans  which  are  authorized  to  be  insured  for  the 
fiscal  year  1982  in  an  amount  not  to  exceed  $300,000,000, 
and  community  facility  loans  which  are  authorized  to  be 
insured  during  this  period  in  an  amount  not  to  exceed 
$130,000,000.   Under  the  provisions  of  the  Consolidated  Farm 
and  Rural  Development  Act,  next  year  the  Committee  will 
consider  legislation  to  establish  lending  limits  for  the 
three-year  period  1983  through  1985. 

Elimination  of  the  Waiver  of  Interest  on  Loans 
Made  on  the  1980  and  1981  Crops  of  Grain  Placed 
in  the  Farmer-held  Reserve 

Section  214  amends  section  110 (b)   of  the  Agricultural 
Act  of  1949  which  contains  the  provisions  of  law  governing 
the  long  term  farmer-held  reserve.     It  would  delete  the 
requirement  added  in  the  Agricultural  Act  of  1980  that  the 
Secretary  waive  interest  on  loans  made  on  the  1980  and  1981 
crops  of  wheat  and  feed  grains.     The  expense  of  the  interest 
waiver  has  deterred  the  Administration  from  permitting  early 
entry  of  1981  crop  grain  into  the  reserve.  Additionally, 
the  bill  requires  the  Secretary  to  open  the  reserve  to 
producers  of  the  1981  crop  of  wheat  and  feed  grains  immediately 
after  the  grain  is  harvested.     It  is  the  hope  of  the  Committee 
that  the  Department  would  take  this  action  administratively 
and  not  await  enactment  of  this  legislation. 

Reduction  in  CCC  Administrative  Expense  Limitation 

Section  215  places  a  limitation  of  $52,000,000  for 
fiscal  year  1982  on  the  amount  of  Commodity  Credit  Corporation 
funds  and  borrowing  authority  which  can  be  made  available 
for  administrative  expenses  of  the  Corporation  in  carrying 
out  the  programs  set  forth  in  its  budget.     The  effect  of 
this  provision  is  to  reduce  these  costs  by  $6,000,000  from 
the  baseline. 
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Summary  of  Cuts  in  Direct  Spending  Programs 


The  following  table  summarizes  the  reductions  in  budget 
authority  and  outlays  in  the  direct  spending  programs  that 
would  result  from  the  changes  in  legislation  described  above: 


PI  Rig  SPENDING   tin  millions  of  dollars) 


Reconciliation  action: 

Dairy  to  7SI  of  parity  -  annual  adjustjnent-Fr82  BA  --  0  $  -449  BA       --  0  $  -891  BA  $  -449  0  J- 

(semiannual  adjustments  -  FY83,  FY84) 

Elimination  of  interest  waiver  on  reserve  grain  RA  --  -165  BA       --  0       --  BA  J  -  60  0 

Comnodity  inspection  -  user  fees  BA  %  -  52  0  %  -  52  BA  $  -  -55  0  J  -  55  BA  J  -  59  0  $ 

FrallA  -  Rural  development  loans  §  related  action: 

Loan  cap  BA  J  -179  0  J  -  21  BA       --  0       --  BA       --  0 

Increased  interest  rates  BA  --  0       --  EA  J  -  13  C  5  -  13  BA  )  -  34  0| 

Reduction  in  CCC  administrative  costs  BA  —  0  %  -    6  BA       --  0  BA       --  0 


COMMITTEE  CONSIDERATION 


On  June  2,   3,   4,  and  9,   1981,   the  Committee  on  Agri- 
culture met  to  consider  measures  to  meet  the  reconciliation 
requirements  of  the  budget  resolution. 

Chairman  de  la  Garza  explained  the  requirements  to  be 
met  by  the  Committee.     He  advised  that  various  provisions 
had  been  put  together  into  a  Committee  Print  to  be  used  as  a 
basis  for  the  markup.     The  Chairman  said  that  the  print  had 
made  savings  in  food  stamps,  dairy,  and  other  miscellaneous 
programs  to  comply  with  the  reconciliation  requirements  of 
the  budget  resolution. 

The  Chairman  asked  counsel  to  explain  the  Committee 
Print.  The  first  area  considered  was  the  food  stamp  program. 
Counsel  advised  the  Committee  that  the  food  stamp  program 
authorization  figure  of  $10,846  billion  for  fiscal  year 
1982,  which  included  the  Puerto  Rico  program,  reflected  the 
Budget  Committee  recommendation  for  program  savings.  The 
deduction  of  the  recommended  savings  amount  from  the  "baseline" 
set  forth  by  the  Congressional  Budget  Office   (CBO)  was  made 
to  arrive  at  this  cap  for  the  food  stamp  program. 

Mr.  Coleman  expressed  concern  over  the  funding  of  the 
program  for  Puerto  Rico,  its  effect  on  the  food  stamp  cap 
and  its  role  in  program  savings.     The  Members  discussed  at 
length  the  impact  of  the  food  stamp  program  for  Puerto  Rico 
on  the  budget  figures  considered.     The  Committee  also 
weighed  the  various  figures  in  the  Committee  Print  per- 
taining to  the  food  stamp  program's  authorization  limits. 
During  the  discussion,  an  Administration  witness  informed 
the  Committee  that  the  sum  of  $10,846,000,000  authorized  by 
the  print  for  fiscal  1982  would  be  adequate  to  fund  the 
program  for  that  year  if  legislative  changes  in  the  program 
contained  in  H.R.  3603,  the  1981  farm  bill  reported  by  the 
Committee,  and  proposed  administrative  savings  are  in  effect. 

Mr.  Bedell  offered  an  amendment  to  lower  the  food  stamp 
income  eligibility  level  in  Puerto  Rico  beginning  in  fiscal 
year  1982.     It  provided  an  income  ceiling  for  Puerto  Rico 
that  would  be  55  percent  of  the  income  ceiling  for  the 
continental  United  States.     Mr.  Bedell  explained  that  this 
figure  reflected  the  average  per  capita  annual  income  in 
Puerto  Rico,  which  is  55  percent  of  the  average  income  in 
Mississippi,  the  lowest  income  figure  for  any  State  in  the 
continental  United  States.     Mr.  Bedell  said  that  eventually 
a  block  grant  approach  should  be  used  for  Puerto  Rico. 
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The  Chairman  expressed  concern  about  the  amendment 
treating  the  residents  of  Puerto  Rico  who  are  citizens  of 
the  United  States  differently  from  other  citizens  of  the 
United  States.     The  Members  discussed  the  impact  of  the 
Bedell  amendment. 

On  a  division  vote,  the  amendment  failed,   13  yeas-13 
nays.     Mr.  Bedell  requested  a  recorded  vote  and  the  amend- 
ment was  not  agreed  to  by  a  vote  of  20  to  22.  Without 
objection,   the  food  stamp  section  of  the  print  was  approved. 

The  Committee  turned  its  attention  to  the  dairy  section. 
Counsel  explained  that  the  provision  for  dairy  would  main- 
tain the  support  level  at  a  minimum  level  of  75  percent  of 
parity  for  the  next  four  years  with  no  semiannual  adjust- 
ments for  the  first  year,  but  with  semiannual  adjustments 
for  the  remaining  years. 

Mr.  Harkin,  Chairman  of  the  Livestock,  Dairy,  and 
Poultry  Subcommittee,  offered  a  group  of  amendments  to  the 
Committee  Print  to  achieve  the  required  reductions  in  the 
direct  spending  programs.     They  included  the  dairy  provision 
included  in  the  Committee  Print.     In  addition,   it  provided 
for   CI)   adoption  of  the  Administration's  proposal  for  elimination 
of  the  interest  waiver  required  by  current  law  on  1980  and 

1981  crop  grain  entered  into  the  long  term  producer  reserve, 
(2)   adoption  of  the  Administration  proposals  for  user  fees 
under  the  commodity  inspection  programs    (covered  by  this 

were  grain,   tobacco,  cotton  classing  and  naval  stores  inspection 
services,  and  U.S.  Warehouse  Act  inspectionl ,  (  3)  reduction 
in  the  amount  of  rural  development  loans  for  fiscal  year 

1982  as  recommended  by  the  Administration  and  a  permanent 
increase  in  interest  rates  for  such  loans  and   C4)   a  reduction 
in  fiscal  year  1982  in  administrative  expenses  which  could 

be  funded  by  Commodity  Credit  Corporation.  These  were  sub- 
mitted   en  bloc  for  consideration  by  the  Committee.   Some  of 
these  items  had  already  been  included  in  the  Committee 
Print. 

The  Committee  directed  its  attention  initially  to  the 
dairy  provisions.     It  was  explained  that  this  amendment 
would  result  in  significant  savings  in  contrast  to  the 
program  in  effect  for  1981 — which  provided  for  a  support 
level  of  80  percent  of  parity. 

Some  Members  argued  that  the  support  level  should  be 
reduced  even  further.     Mr.  Findley  offered  an  amendment  to 
the  Harkin  amendment  to  lower  the  dairy  price  support  for 
fiscal  year  1982  to  70  percent  of  parity.     Mr.  Findley 
explained  the  amendment  would  affect  only  the  level  of 
support  for  the  first  year.     The  proposal  would  result  in 
$400-$500  million  additional  savings  in  outlays,  he  said. 
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Mr.  Harkin  spoke  in  opposition  to  the  Findley  amend- 
ment. He  said  it  would  result  in  dairy  farmers  going  two 
straight  years  without  any  increase  whatsoever  in  the 
support  level  while  the  support  levels  for  other  commodities 
have  been  increased.     Further,  he  stated  that  the  dairy 
support  price  has  never  been  less  than  75  percent  of  parity 
since  1949. 

The  Committee  discussed  the  differing  impact  of  75  and 
7  0  percent  of  parity  as  support  levels  for  dairy.  Mr.  Harkin 
said  over-production  in  dairy  items  was  the  result  of  low 
grain  prices,  not  just  the  80  percent  of  parity  price  support. 
Mr.  Glickman  expressed  concern  that  a  higher  level  of  support 
for  dairy  products  could  adversely  affect  other  commodities. 

After  considerable  debate,  the  Findley  amendment  was 
not  agreed  to  by  a  division  vote  of  2  to  15. 

Mr.  Glickman  offered  an  amendment  to  the  Harkin  amend- 
ment which  would  make  the  75  percent  of  parity  support  for 
dairy  effective  only  upon  enactment  of  specific  authorizing 
legislation  adopted  after  the  date  of  enactment  of  the 
reconciliation  bill.     He  said  this  would  prevent  an  inequity 
between  commodities  at  the  time  the  farm  bill,  previously 
reported  by  the  Committee,   is  considered  on  the  floor  of  the 
House. 

Mr.  Harkin  spoke  against  the  amendment.     He  said  the 
budget  process  was  confusing  enough,  and  this  amendment 
would  confuse  it  even  more.     After  discussion,  the  Glickman 
amendment  failed  by  a  division  vote  of  4  to  9. 

Mr.  Hopkins  offered  an  amendment  to  the  Harkin  proposal 
dealing  with  user  fees  on  tobacco.     The  amendment  would  make 
two  changes — first,   it  would  change  the  provision's  effective 
date  from  October  1,  1981,  to  July  1,  1981.     Mr.  Hopkins 
said  this  would  effect  the  greatest  savings  to  taxpayers  and 
be  equitable  to  all  tobacco  growers. 

The  Committee  discussed  the  savings  that  would  result 
from  the  Hopkins  amendment.     Mr.  Rose  offered  a  substitute 
amendment  which  consisted  of  language  recently  approved  by 
the  Senate  but  would  make    the  tobacco  inspection  and  grading 
fee  effective  on  October  1,  1981.     Mr.  Rose  said  October  1 
would  be  a  preferable  date  because  it  is  the  beginning  of 
the  next  fiscal  year.     Mr.  Hopkins  said  an  effective  date  of 
October  1,  1981,  would  unfairly  impact  on  burley  tobacco 
producers  for  the  1981  crop  because  those  farmers  would  be 
the  only  ones  paying  for  this  service  for  the  1981  crop. 
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After  further  discussion,  the  Rose  substitute  to  the 
Hopkins  amendment  was  approved  by  a  show  of  hands  vote  of  9 
to  6.     Mr.  Hopkins  requested  a  recorded  vote,  and  the  Rose 
substitute  was  adopted  by  a  vote  of  25  to  16.  By  a  voice 
vote,  the  Hopkins  amendment,  as  amended,  was  approved. 

Mr.  Roberts  of  Kansas  offered  an  amendment  setting  a 
cap  on  the  user  fees  for  grain  inspection  and  weighing.  It 
would  limit  the  Federal  Grain  Inspection  Service  spending 
for  administrative  and  supervisory  costs  to  3  5  percent  of 
the  total  cost  or  expense  for  such  activities.     It  would 
save  the  grain  industry  approximately  $3.2  million,  he  said. 

After  brief  discussion,   the  amendment  was  adopted  by 
voice  vote. 

Mr.  Roberts  of  Kansas  offered,  on  behalf  of  Mr.  Wampler, 
an  amendment  to  establish  an  advisory  committee  comprised  of 
persons  from  the  grain  industry,  private  and  State  inspection 
agencies,  and  the  Department  of  Agriculture  to  review  operations 
and  programs  of  the  Federal  Grain  Inspection  Service.  Mr. 
Roberts  explained  that  an  industry  which  is  asked  to  pay  for 
a  program  should  be  given  a  constructive  role  in  evaluating 
the  program's  management  and  usefulness. 

Mr.  Thomas  offered  a  series  of  five  amendments  which 
dealt  with  the  cotton  classing  system  and  users'  fees. 
Without  objection,   the  amendments  were  considered  en  bloc. 

Mr.  Thomas  explained  the  amendments.     The  first  proposed 
that  the  user  fee  system  for  cotton  classing  would  be  effective 
for  a  three-year  period  through  fiscal  year  1984.     It  requires 
the  Department  of  Agriculture  to  collect  the  fees  directly 
from  the  participating  producers.     The  amendment  also  estab- 
lishes a  ceiling  on  the  amount  of  user  fees  to  be  collected 
for  each  of  the  three  years  of  the  program. 

The  second  amendment  provides  that  the  USDA  shall 
charge  the  full  cost,  as  nearly  as  practical,  for  forms 
representing  the  official  USDA  cotton  standards.  Amendment 
three  requires  the  Secretary  to  arrange  annual  meetings  with 
representatives  of  the  cotton  industry  which  would  review 
the  operation  of  the  cotton  classing  and  cotton  warehouse 
inspection  programs  and  make  recommendations  on  changes  in 
procedures.     It  requires  the  Secretary  also  to  set  user  fees 
at  a  level  which  does  not  result  in  effectively  destroying 
the  cotton  classing  and  warehouse  inspection  system. 
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The  final  two  Thomas  amendments  would  establish  a 
ceiling  on  the  amount  of  user  fees  collected  by  the  USDA  for 
cotton  warehouse  inspection  under  the  United  States  Warehouse 
Act  and  provide  that  if  any  interest  is  earned  on  the  user 
fee  account  for  warehouse  inspection,  then  such  interest 
shall  be  applied  to  the  account. 

Mr .  Bowen  spoke  in  support  of  the  amendments  stating 
they  will  contribute  substantially  to  the  effective  admin- 
istration of  the  new  user  fee  program. 

After  further  discussion  on  the  operation  of  the  proposals, 
the  amendments  were  agreed  to  by  voice  vote. 

The  pending  Harkin  amendment  package,  as  amended,  was 
then  tentatively  approved  by  a  voice  vote  for  inclusion  in 
the  Committee  Print. 

Counsel  next  explained  the  proposal  for  across-the- 
board  cuts  affecting  all  activities  of  the  Department  except 
for  the  Food  and  Nutrition  Service  programs   (previously  cut 
by  the  food  stamp  amendments) ,  agricultural  research, 
extension,  and  teaching  and  foreign  marketing  development. 
The  amendment  would  reduce  for  fiscal  year  19  82  by  approxi- 
mately nine  percent  the  baseline  figures  established  by  the 
Congressional  Budget  Office   (CBO)   for  these  activities. 
Larger  reductions  from  the  baselines  would  be  made  for  the 
next  two  fiscal  years.     Authorizations  for  salaries  and 
expenses  for  the  agencies  of  the  Department  administering 
these  programs  would  be  similarly  reduced.     It  was  stated 
that  the  savings  from  the  proposal  when  added  to  the  savings 
resulting  from  the  food  stamp  amendment  would  meet  the 
reconciliation  requirements. 

With  little  debate,  the  provisions  were  approved  by 
voice  vote. 

Mr.  Harkin  offered  an  amendment  on  the  emergency  loan 
program  of  the  Farmers  Home  Administration.     The  amendment 
would  require  eligibility  to  be  extended  to  those  who  suffered 
production  losses  of  at  least  20  percent  of  normal  production. 
This  was  to  change  the  minimum  of  30  percent  set  forth  in 
regulations  recently  published  in  the  Federal  Register  to 
the  program  that  had  been  in  effect  for  several  years,  he 
explained. 

The  Committee  discussed  the  budget  impact  of  Mr.  Harkin 's 
proposal  and  conferred  with  a  CBO  representative.     By  voice 
vote  the  amendment  was  adopted  after  it  was  explained  that 
the  proposal  merely  restored  the  emergency  loan  program  to 
the  type  of  program  covered  by  the  baseline  and  would  not 
cause  program  costs  to  exceed  baseline  figures. 
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Mr.  Weaver  asked  for  unanimous  consent  that  the  spending 
limit  for  the  Forest  Service  be  apportioned  among  each  of 
its  functions  rather  than  as  a  single  item  as  set  forth  in 
the  Committee  Print.     After  some  discussion,  Mr.  Weaver 
withdrew  his  unanimous  consent  request  and  moved  that  the 
Committee  Print  reflect  spending  limits  for  the  four  primary 
functions  of  the  Forest  Service,  but  with  the  exception  that 
a  minimum  amount  be  expressed  for  reforestation  that  reflected 
essentially  no  reduction  for  that  item  and  that  the  reduction 
of  $2  0  million  that  would  otherwise  have  been  applied  to 
that  account  be  taken  instead  from  the  account  for  forest 
road  construction. 

After  further  discussion,  the  Weaver  proposal  was 
agreed  to  by  voice  vote. 

The  Committee  Print,  as  amended,  was  then  approved  by  a 
voice  vote  in  the  presence  of  a  quorum. 

The  Committee  agreed  that  a  clean  bill  should  be  intro- 
duced containing  the  various  proposals  included  in  the 
amended  Committee  Print  and  a  final  vote  taken  at  its  next 
session.     Such  a  bill  was  introduced  on  June  8  and  designated 
as  H.R.  3838. 

On  June  9,  1981,  the  full  Committee  met  to  consider 
H.R.  3838,  which  embodied  the  Committee's  reconciliation 
provisions . 

Mr.  Anthony  offered  an  amendment  to  the  Forest  Service 
section  which  would  provide  for  a  reduction  in  reforestation 
funds  from  the  level  established  during  the  Committee's 
previous  consideration.     Mr.  Anthony  explained  the  amendment 
would  make  an  equitable  distribution  of  the  Forest  Service 
cuts.     He  said  it  would  be  unfair  to  make  reductions  in  road 
construction  funds  of  the  magnitude  reflected  in  the  earlier 
Committee  action. 

Mr.  Weaver  strongly  disagreed.     He  said  the  road  con- 
struction budget  contained  money  from  previous  appropriations 
sufficient  to  cover  construction  for  approximately  three 
years  and  a  cut  in  reforestation  funds  of  the  magnitude 
suggested  by  the  proposal  would  result  in  an  irrevocable 
loss.     He  stated  that  reforestation  was  essential  to  develop 
the  timber  resources  needed  for  the  future. 

The  Members  debated  the  merits  of  reforestation  and 
road  construction  and  the  impact  of  the  two  proposals.     On  a 
division  vote,  the  Anthony  amendment  was  agreed  to,  19  yeas- 
8  nays. 


Mr.  Glickman  offered  an  amendment  providing  for  immediate 
entry  into  the  producer  storage  program  by  producers  participating 
in  the  1981  commodity  loan  program.     Mr.  Glickman  said  that 
allowing  immediate  entry  of  grain  into  the  reserve  upon 
harvest  would  offset  the  negative  effect  of  the  elimination 
of  the  interest  waiver. 

After  brief  discussion  the  amendment  was  adopted  by 
voice  vote. 

Mr.  Roberts  of  Kansas  offered  a  technical  amendment  to 
clarify  the  section  limiting  administrative  and  supervisory 
costs  in  the  grain  inspection  program.     Without  objection, 
the  amendment  was  adopted. 

Mr.  Thomas  offered  an  amendment,  agreed  to  by  the 
Committee  without  objection,  to  clarify  the  cotton  user 
section  of  the  bill.     He  explained  the  amendment  would  make 
explicit  that  classing  fees  and  warehouse  inspection  fees 
may  be  deposited  by  the  Secretary  with  a  financial  insti- 
tution in  interest-bearing  accounts. 

The  Committee's  reconciliation  bill,  H.R.  3838,  as 
amended,  was  then  approved  by  voice  vote  in  the  presence  of 
a  quorum  for  submission  to  the     Budget  Committee  as  required 
by  the  first  concurrent  budget  resolution. 


INFLATIONARY  IMPACT  STATEMENT 

Pursuant  to  clause  2(1) (4)  of  Rule  XI  of  the  Rules  of  the 
House  of  Representatives,   the  Committee  estimates  that  enactment 
of  the  reconciliation  package  adopted  by  the  Committee  will  have 
no  inflationary  impact  on  the  economy.     To  the  contrary    the  sub- 
stantial savings  to  be  achieved  by  the  package  should  have  a 
significant  effect  in  reducing  inflation. 

BUDGET  ACT  COMPLIANCE  (SECTION  303  and  SECTION  403) 

The  provisions  of  clause  2(1)(3)(B)  of  Rule  XI  of  the  Rules  of 
the  House  of  Representatives  and  section  308(a)  of  the  Congressional 
Budget  Act  of  1974  (relating  to  estimates  of  new  budget  authority 
or  new  or  increased  tax  expenditures)  are  not  considered  applicable. 
The  estimate  and  comparison  prepared  by  the  Director  of  the  Con- 
gressional Budget  Office  under  clause  2(1)(3)(C)  of  Rule  XI  of  the 
Rules  of  the  House  of  Representatives  and  section  403  of  the  Con- 
gressional Budget  Act  of  1974  submitted  to  the  Committee  prior  to 
the  filing  of  this  report  are  as  follows: 
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CONGRESSIONAL  BUDGET  OFFICE 
U.S.  CONGRESS 
WASHINGTON,  D.C.  20515 


June  12,  1981 


Alice  M.  Rivlin 
Director 


Honorable  E  de  la  Garza 
Chairman 

Committee  on  Agriculture 
U.S.  House  of  Representatives 
1301  Longworth  House  Office  Building 
Washington,  D.C.  20515 

Dear  Mr.  Chairman: 

Pursuant  to  Section  202  of  the  Congressional  Budget  Act  of  1974,  the 
Congressional  Budget  Office  has  prepared  the  attached  estimate  of  savings 
achieved  by  the  statutory  provisions  adopted  by  the  House  Committee  on 
Agriculture,  June  9,  1981.  The  estimates  included  in  the  attached  report 
represent  the  effects  on  the  federal  budget  of  the  Committee's  legislation 
propsals.  CBO  understands  that  the  staff  of  the  Committee  on  the  Budget 
will  be  responsible  for  interpreting  how  the  savings  contained  in  the 
legislative  proposals  measure  against  the  budget  resolution  reconciliation 
instructions. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide  further 
details  on  this  estimate. 


Sincerely, 


Alice  M.  Rivlin 
Director 


cc: 


Honorable  William  C.  Wampler 
Ranking  Minority  Member 
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House  Reconciliation  Savings:  Committee  on  Agriculture 

(by  fiscal  years,  in  millions  of  dollars) 


1982  1983  1984 

BA  O  BA  O  BA  O 


Direct  Spending 


Commodity  Credit  Corporation 
Dairy  Program 
FOR  Interest  Waiver 
Administration 

III 


449 
165 
6 

I" 


891 
7 

449 
60 
6 

1,118 
7 

Total 

620 

898 

515 

1,195 

Farmers  Home  Administration 
ACIF 
RDIF 
Total 

179 
179 

21 
21 

10 
207 
217 

10 

32 
42 

17 
189 
206 

17 
49 
66 

Commodity  Inspection  User  Fees 
FGIS 
AMS 
Total 

23 
26 
49 

23 
26 
49 

25 
27 
52 

25 
27 
52 

27 
29 
56 

27 
29 
56 

Total  Direct  Spending 

228 

690 

269 

992 

777 

1,317 

Authorizations 

Administration  Reductions 

181 

167 

210 

193 

245 

225 

Food  Stamps 

1 

,458 

1,458 

1, 

,971 

1,971 

2,327 

2,327 

Public  Law  480 

132 

128 

164 

161 

200 

199 

Rural  Water  and  Waste  Grants 

21 

7 

27 

7 

33  . 

18 

Conservation 

227 

146 

276 

228 

325 

296 

Total  Authorization 

2 

,019 

1,906 

2, 

,648 

2,560 

3,130 

3,065 

Total  Savings 

2 

,247 

2,596 

2, 

,917 

3,552 

3,907 

4,382 
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SEPARATE  VIEWS  OF 
HON.  WILLIAM  C.  WAMPLER,  PAUL  FINDLEY,  TOM  HAGEDORN ,  LARRY  J. 

HOPKINS,  WILLIAM  M.  THOMAS,   GEORGE  HANSEN,  PAT  ROBERTS,  BILL 
EMERSON,  JOE  SKEEN,   SID  MORRISON,   COOPER  EVANS,  AND  GENE  CHAPPIE 


I.     The  Committee's  Reconciliation  Proposal:     "Real  Bullets" 
or  "Unreal  Savings"? 

We  commend  the  Budget  Committee  for  responding  as  it  did  to 
the  provisions  of  title  III  (Providing  Reconciliation  Instruc- 
tions And  Other  Enforcement  Measures)  of  the  First  Concurrent 
Budget  Resolution,  H.  Con.  Res.  115,  as  adopted  in  conference 
(see  House  Report  No.  97-46),  calling  for  budget  reconciliation 
action  by  the  various  committees  so  that  an  Omnibus  Reconcilia- 
tion Bill  may  be  taken  to  the  Floor  for  consideration  as  soon  as 
possible.     However,  prompt  action  on  the  reconciliation  measure 
on  the  Floor  and  in  conference  must  now  also  be  assiduously 
pursued. 

We  also  commend  the  Chairman  of  the  Committee  on  Agriculture 
for  expeditiously  addressing  the  reconciliation  instructions  in 
Full  Committee  and  for  his  efforts  to  deal  with  the  issue  of 
reducing  the  Federal  budget  for  Fiscal  Years  1982,  1983,  and 
1984. 

We  part  company  with  some  of  our  Committee  colleagues  (and 
the  thrust  of  the  Committee  Bill  H.R.  3838)  as  to  whether  the 
Committee  has  effectively  made  the  "reductions  in  direct  spend- 
ing" and  "reductions  in  authorizations"  as  called  for  in  the 
reconciliation  instructions  of  H.  Con.  Res.  115. 

While  implementing  the  "reconciliation"  process  as  part  of 
the  First  Concurrent  Budget  Resolution  is  new  to  the  Congres- 
sional budget  process  as  it  has  operated  in  recent  years,  it 
appears  to  make  sense  to  provide  for  reconciliation  in  the 
First  Concurrent  Resolution  this  year  in  order  to  effect  the 
needed  reductions  in  the  budget  well  before  September  15th 
when  traditionally  there  has  been  reconciliation  of  the 
Second  Concurrent  Budget  Resolution.     In  order  to  come  up 
with  the  roughly  $35  billion  in  program  cuts  called  for  in 
the  First  Concurrent  Budget  Resolution  for  fiscal  year  1982 
and  the  additional  amounts  in  the  out-years,  each  committee 
charged  with  its  alloted  share  of  budget  cuts  should  con- 
sider its  task  as  a  Congressional  pledge  which  was  made  in 
the  adoption  of  the  Gramm-Latta  Substitute  and  the  con- 
ference report  to  H.  Con.  Res.  115. 
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A  majority,  twenty-seven  (27),  of  the  members  of  this 
committee  voted  for  the  Gramm-Latta  Substitute  in  the  House  and 
thirty- two  (32)  members  of  this  committee  voted  for  the  adoption 
of  H.  Con.  Res.  115  in  the  House  as  amended  by  the  Gramm-Latta 
Substitute.     Twenty-eight  (28)  members  of  this  committee  voted  to 
adopt  the  conference  report  to  H.  Con.  Res.  115.     We  submit  that 
the  commitment  is  there  in  the  votes  of  a  majority  of  the  members 
of  this  committee  to  make  a  substantial  effort  to  achieve  the 
spending  reduction  of  $50.7  billion  in  budget  authority  and 
$35.1  billion  in  outlays  for  fiscal  years  1982,  the  $57.6  billion 
in  budget  authority  and  the  $46.3  billion  in  outlays  for  fiscal 
year  1983,  and  $66.0  billion  in  budget  authority  and  $55.6 
billion  in  outlays  for  fiscal  year  1984  (see  Dear  Colleague  let- 
ter of  May  19,  1981,  concerning  "Conference  Action  on  Recon- 
ciliation" from  the  Chairman,  Reconciliation  Task  Force,  Budget 
Committee) . 

It  is  therefore  of  great  concern  when  we  read  in  The  Wash- 
ington Post  for  June  9,  1981,  that  a  claimed  savings  of  $450 
million  for  fiscal  year  1982  which  is  contained  in  the  Committee's 
Budget  Reconciliation  bill,  H.R.  3838,  is  conceded  to  be  "enormous 
unreal  savings"  (emphasis  supplied)  by  a  member  of  this  committee: 

At  the  opposite  extreme  is  the  House  Agriculture 
Committee,  which  can  count  about  $450  million  in  savings 
by  claiming  to  have  reduced  dairy  price  supports  from 
80  to  75  percent  of  parity,  even  though  Congress  has  in 
fact  already  done  that  and  the  80  percent  level  had 
been  due  to  expire,  in  any  case,  this  summer.     "So  it 
has  enormous  unreal  savings,". 

Meanwhile,  when  H.  Con.  Res.  115  was  being  considered  in 
the  House,  Rep.  Gramm  warned  Members  that  they  were  "shooting 
with  real  bullets"  in  the  attack  on  the  budget. 

Real  savings ,  not  shadow  or  unreal  savings  nor  "creative" 
accounting  that  results  in  phantom  savings,  should  be  effected  by 
the  Omnibus  Reconciliation  Bill  reported  by  the  Budget  Committee 
in  order  to  keep  the  pledge  for  savings  and  the  commitment  to 
budget  cuts  voted  for  in  H.  Con.  Res.  115. 

While  we  commend  the  Committee  for  including  many  "real" 
savings  in  H.R.  3838,  we  are  concerned  that  it  also,  inadver- 
tently or  not,  resorts  to  "creative"  accounting  to  assert  savings 
and  contains  "unreal"  savings  such  as  those  claimed  for  the 
reduction  in  dairy  price  supports .     (The  dairy  price  support 
provision  in  the  Reconciliation  Bill,  H.R.  3838,  forwarded  to  the 
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Budget  Committee  is  roughly  the  same  --  75  percent  of  parity  -- 
as  that  in  the  Farm  Bill,  H.R.  3603,  reported  earlier  by  the 
Committee. ) 


II .     Has  the  Committee  Complied  With  the  Spirit  and  Intent 
of  H.  Con.  Res.  llST"^ 

Certain  of  the  actions  this  committee  has  taken  on  recon- 
ciliation may  be  claimed  to  meet  the  technical  ("creative  account- 
ing") requirements  of  the  instructions  provided  by  the  House 
Budget  Committee  for  H.  Con.  Res.  115,  but  in  reality  the  bill 
falls  short  in  several  respects  of  both  the  intent  and  the  spirit 
of  the  First  Concurrent  Budget  Resolution. 

A  comparison  of  what  the  Reconciliation  Instructions  and  H. 
Con.  Res.  115  called  for  and  what  is  contained  in  H.R.  3838,  the 
Committee's  reconciliation  proposal,  is  in  order  at  this  point: 
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Section  301(1)  of  H.  Con.  Res.  115  sets  forth  reconcilia- 
tion requirements  for  this  committee  as  follows : 


TITLE  III— PROVIDING  RECONCILIATION  INSTRUCTIONS 
AND  OTHER  ENFORCEMENT  MEASURES 

Part  A— Reconciliation  Instructions 

Sec.  301.  Pursuant  to  section  301(b)(2)  of  the  Budget  Act— 

(1)(A)  the  House  Committee  on  Agriculture  shall  report 
changes  in  laws  within  the  jurisdiction  of  that  committee 
which  provide  spending  authority  as  defined  in  section 
401(c)(2)(C)  of  Public  Law  93-344,  sufficient  to  reduce  budget 
authority  by  $232,000,000  and  outlays  by  $693,000,000  in  fiscal 
year  1982;  to  reduce  budget  authority  by  $400,000,000  and  out- 
lays by  $362,000,000  in  fiscal  year  1983;  and  to  reduce  budget 
authority  by  $580,000,000  and  outlays  by  $525,000,000  in  fiscal 
year  1984;  and 

(B)  the  House  Committee  on  Agriculture  shall  also  report 
changes  in  laws  within  the  jurisdiction  of  that  committee  suffi- 
cient to  reduce  appropriations  for  programs  authorized  by  that 
committee  so  as  to  achieve  savings  in  budget  authority  and 
outlays  as  follows:  $1,976,000,000  in  budget  authority  and 
$1,828,000,000  in  outlays  for  fiscal  year  1982;  $2,606,000,000  in 
budget  authority  and  $2,480,000,000  in  outlays  for  fiscal  year 
1983;  and  $3,091,000,000  in  budget  authority  and  $3,000,000,000 
in  outlays  for  fiscal  year  1984; 


Of  particular  significance  is  the  requirement  that  the  House 
Committee  on  Agriculture  shall  report  "changes  in  law"  to  reduce 
spending.     In  two  cases  in  the  reconciliation  bill  reported  by 
this  committee,  "apparent"  savings  have  been  achieved  by  the 
imposition  of  spending  ceilings  or  "caps"  rather  than  substantive 
changes  in  law  to  reduce  program  costs.     It  is  our  contention 
that  such  action  varies  from  both  the  spirit  and  the  legislative 
history  of  the  First  Concurrent  Budget  Resolution. 

The  Committee,  during  the  reconciliation  process,  imposed  a 
spending  cap  on  the  food  stamp  program  of  $10,846  billion  for 
fiscal  year  1982.     This  may  be  alleged  to  represent  a  reduction 
in  spending  of  $1,458  billion  for  that  year  and  may  be  alleged  to 
reach  the  same  level  of  reduction  agreed  to  in  the  First  Con- 
current Budget  Resolution.     However,  the  food  stamp  program  that 
was  designed  by  the  Committee  during  the  mark-up  of  the  1981  Farm 
Bill  will  cost  $11,099  billion  in  fiscal  year  1982  (CBO  estimates). 
While  the  Committee  may  be  said  to  have  met  the  "technical" 
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reduction  test  of  reconciliation,  they  have  not  submitted  legis- 
lative proposals  that  will  achieve  these  savings.     What  they  have 
in  fact  done  is  to  impose  a  spending  ceiling  that  is  lower  than 
the  cost  of  the  program  they  designed  in  the  Food  Stamp  Act  as 
amended  in  the  1981  Farm  Bill  and,  therefore,  this  will  undoubt- 
edly require  the  Secretary  of  Agriculture  to  implement  prorata 
reduction  in  benefits,  as  prescribed  by  section  18(b)  of  the  Food 
Stamp  Act. 

It  is  clear  that  the  intent  of  the  budget  process  in  general 
and  the  reconciliation  process  in  particular  is  to  require  autho- 
rizing committees  wherever  possible  to  design  programs  within 
certain  budgetary  constraints;  not  to  impose  an  artificial  ceil- 
ing on  spending  to  achieve  budget  savings .     Several  questions  are 
raised  by  the  process  used  in  reconciliation  by  the  Committee  for 
the  Food  Stamp  Program.     Can  this  committee  or  the  Budget  Com- 
mittee justify  a  reconciliation  proposal  that  contains  a  mere 
"cap"  without  the  necessary  legislative  underpinnings?    Will  this 
committee  or  the  Budget  Committee  submit  other  legislative 
proposals  (Floor  amendments)  to  truly  reduce  the  cost  of  the  food 
stamp  program  to  $10,846  billion?    Does  this  committee  or  the 
Budget  Committee  contemplate  requesting  a  supplemental  appropria- 
tion next  year  to  prevent  a  built-in  reduction  in  benefits? 

By  setting  a  ceiling  on  food  stamp  spending  that  is  lower 
than  the  cost  of  the  program,  the  Committee  at  this  time  vir- 
tually ensures  prorata  reduction  in  benefits .     There  has  been 
ample  opportunity  to  design  a  program  within  the  budget.  The 
other  body  in  the  Congress  has  done  so.     However,  this  committee 
has  not  yet  seized  that  opportunity.     It  is  hoped  that  the  Budget 
Committee  or  this  committee  will  design  a  program  to  meet  the 
needs  of  the  truly  needy  that  is  within  the  budgetary  constraints 
(see  table  below) . 
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FOOD  STAMP  PROGRAM/RECONCILIATION 


1982  1983  1984  1985 


CBO  BASELINE  $12,304  $12,599  $12,947  $13,262 
BUDGET  COMMITTEE 

SAVINGS  $  1.458  $  1.971  $  2.327 

CAP(JUNE  3rd)  $10,846  $10,628  $10,620  $10,898 

HR  3603 

FULLY  FUNDED  $11,099  $11,441  $11,654  $11,932 

COST  OVERRUN  *  $       253  $       813  $  1.034  $  1.034 


*The  difference  between  the  true  legislative  cost  of  the  program 
and  the  cap. 


The  second  questionable  application  of  the  "cap"  prin- 
ciple in  the  reconciliation  bill  reported  by  this  committee 
is  the  apparent  savings  achieved  through  imposition  of 
spending  ceilings  or  "caps"  on  USDA  programs  --  an  across- 
the-board  ceiling  on  salaries  and  expenses  of  agencies  of 
the  U.S.  Department  of  Agriculture.     Rather  than  making 
substantive  legislative  changes  to  reduce  the  actual  need 
for  funding  and  administration  of  programs  of  the  USDA,  the 
Committee  in  certain  instances  has  chosen  to  impose  artifi- 
cial, "line  item"  budgetary  constraints  regardless  of  the 
level  of  program  operations  or  legal  requirements  that  may 
mandate  certain  program  functions.     For  example,  the  Committee 
has  imposed  a  $10,069  million  cap  on  the  Emergency  Conserva- 
tion Program  for  fiscal  year  1982,  and  that  limitation  will 
apply  no  matter  what  natural  disaster  occurs. 
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On  the  other  hand,  application  of  a  "cap"  on  user  fee 
programs  is  reasonable  and  valid  where  producers  are  in  effect 
funding  a  program  and  are  interested  in  maintaining  limitations 
on  USDA  expenditures  for  such  purposes. 

Clearly,  this  is  an  arbitrary  line  item  approach  to  bud- 
getary reductions  that  may  simultaneously  produce  "paper"  or 
relatively  non-existent  savings  in  some  programs  while  creating 
administrative  crisis  in  others.     We  submit  that  this  committee 
has  not  at  this  time  documented  that  it  has  developed  adequate 
information  to  identify  where  either  may  occur. 

If  across-the-board  ceilings  or  "caps"  are  to  be  applied  to 
USDA  (or  any  other  department)  programs,  we  submit  that  certain 
precautions  such  as  these  noted  below  should  be  taken  which  we 
are  not  convinced  have  been  taken  in  this  instance: 

1.  Roughly  $9  billion  in  spending  cuts  are  being 
effected  under  President  Reagan's  budget  by  the 
Appropriation  Committee  and  we  do  not  know  whether 
the  savings  effected  by  the  Committee's  9.2% 
across-the-board  cuts  may  not  "double  count" 
savings  effected  by  that  committee  or  may  compound 
spending  cuts ; 

2.  Line  item  ceilings  or  "caps"  on  programs  and 
salaries  and  expenses  should  not,  perhaps,  effect 
such  undesirable  results  (see  comment  on  emergency 
conservation  program)  that  might  be  avoided  by 
setting  selective  legislated  reductions  or  by 
setting  "gross"  ceilings  with  flexibility  for  the 
Appropriations  Committee  to  establish  line  items 
within  such  overall  ceilings ; 

3.  Salary  and  expense  spending  "caps"  or  ceilings 
such  as  that  imposed  by  the  Committee  may  not  give 
consideration  to,  nor  accommodate,  the  effect  of 
reconciliation  actions  taken  by  the  Post  Office 
and  Civil  Service  Committee  and  the  Appropriations 
Committee . 

On  balance,  while  we  certainly  do  not  question  the  good 
faith  of  this  committee  in  developing  the  reconciliation  bill 
that  has  been  reported,  we  would  argue  that  it  does  not  in  fact 
achieve  the  expressly  stated  spending  cut  objectives  of  H.  Con. 
Res.  115  even  if  it  is  "accepted"  by  the  House  Budget  Committee 
as  meeting  the  technical  requirements  of  the  First  Concurrent 
Budget  Resolution. 
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It  is  not  our  intention  here  to  criticize  anyone,  but 
rather  to  call  attention  to  what  we  perceive  may  be  the  sub- 
stantial deficiencies  in  the  means  of  achieving  reductions  in 
spending  that  were  mandated  by  the  adoption  of  H.  Con.  Res.  115. 
This  is  the  first  time  the  Congressional  budget  process  has  been 
tested  in  this  way,  and  it  is  only  natural  that  many  problems 
should  arise  from  such  a  " shake- down" .    At  the  same  time,  the 
members  of  this  committee  have  been  confronted  all  through  this 
process  with  a  frustrating  lack  of  information,  often  inconsis- 
tent and  incomplete  data,  and  a  dearth  of  guidance  as  to  the 
operation  of  the  budget  process  under  these  new  and  changed 
circumstances.     It  may  not  be  so  surprising  that  out  of  this 
somewhat  chaotic  situation  has  come  a  reconciliation  bill  from 
this  committee  that  we  perceive  falls  short  of  the  budget  reduc- 
tions which  we  believe  were  clearly  set  forth  in  H.  Con.  Res. 
115.    We  are  deeply  concerned  at  this  development  and  will  work 
to  help  correct  it  at  subsequent  stages  of  the  reconciliation 
process . 


Ill .    We  Continue  to  be  Committed  to  the  President's  Economic 

Recovery  Program  which  is  Needed  to  Curtail  Inf latioh"~and 
Move  Toward  A  Balanced  Budget  in  Fiscal  Year  1984 

In  the  March  29,  1981,  report  of  the  Committee  on  Agri- 
culture to  the  Committee  on  the  Budget,  we  referred  to  President 
Reagan's  submission  of  his  budget  revisions  to  the  Congress  on 
March  10,  1981,  wherein  he  set  forth  the  principles  that  he  would 
employ  to  move  America  back  to  the  economic  recovery  he  foresees: 


Our  program  for  economic  recovery  does  not  rely  upon 
complex  theories  or  elaborate  Government  programs.  In- 
stead, it  recognizes  basic  economic  facts  of  life  and,  as 
humanely  as  possible,  it  will  move  America  back  toward 
economic  sanity.  The  principles  are  easily  understood,  but  it 
will  take  determination  to  apply  them.  Nevertheless,  if  in- 
flation and  unemployment  are  to  be  curtailed,  we  must  act. 

First,  we  must  cut  the  growth  of  Government  spending. 

Second,  we  must  cut  tax  rates  so  that  once  again  work  will 
be  rewarded  and  savings  encouraged. 

Third,  we  must  carefully  remove  the  tentacles  of  excessive 
Government  regulation  which  are  strangling  our  economy. 

Fourth,  while  recognizing  the  independence  of  the  Institu- 
tion, we  must  work  with  the  Federal  Reserve  Board  to 
develop  a  monetary  policy  that  will  rationally  control  the 
money  supply. 

Fifth,  we  must  move,  surely  and  predictably,  toward  a 
balanced  budget. 

When  considering  the  economic  recovery  package,  I  urge 
the  Members  of  Congress  to  remember  that  last  November 
the  American  people's  message  was  loud  and  clear.  The  man- 
date for  change,  expressed  by  the  American  people,  was  not 
my  mandate ;  it  was  our  mandate.  Together  we  must  remem- 
ber that  our  primary  responsibility  is  to  the  Nation  as  a  whole 
and  that  there  is  nothing  more  important  than  putting  Amer- 
ica's economic  house  in  order. 


51 


At  that  time  we  indicated  that  we  wanted  to  go  on  record  as 
supporting  President  Reagan  in  the  action  he  was  taking  to  alle- 
viate the  grievous  economic  plight  confronting  this  nation.  We 
indicated  that  we  could  not  support  the  budget  for  fiscal  year 
1982  submitted  by  the  previous  Administration.     On  the  other 
hand,  we  noted  that  we  would  balance  the  need  for  budgetary 
restraint  against  the  critical  need  for  basic  farm  price  and 
protection. 

In  that  report,  we  concluded  in  part  as  follows:     "We  are 
hopeful  and  confident  that  the  Budget  Committee  will  report  a 
First  Budget  Resolution  that  the  Reagan  Administration  and  the 
undersigned  can  support.     If  not,  we  reserve  the  right  to  make 
changes  in  that  resolution  on  the  Floor  of  the  House."    And  in 
our  concluding  sentence  with  the  exception  of  one  caveat  we 
stated  that  we  wished  to  convey  our  intention  to  sign  up  in  the 
effort  to  put  America's  economic  house  in  order. 

We  are  now  well  into  the  budget  and  reconciliation  process 
for  fiscal  years  1982,  1983,  and  1984.     The  commitment  has  been 
made  in  the  House  of  Representatives  to  support  President  Reagan 
in  his  Economic  Recovery  Program  by  largely  adopting  his  budget 
proposal  in  the  First  Concurrent  Budget  Resolution,  H.  Con.  Res. 
115.  In  our  opinion,  the  reconciliation  process  is  but  a  step  in 
the  entire  budget  process.     And  what  is  done  in  reconciliation 
should  be  consistent  with  what  the  House  has  done  in  adopting  the 
First  Concurrent  Budget  Resolution. 


IV.     The  Gramm-Latta  Substitute  for  the  First  Concurrent  Budget 
Resolution  Was  Overwhelmingly  Adopted  in  the  House 

On  May  7,  1981,  the  House  of  Representatives  by  a  vote  of 
270  to  154  adopted  the  Gramm-Latta  Substitute  to  H.  Con.  Res. 
115,  the  First  Concurrent  Budget  Resolution.     The  Gramm-Latta 
Substitute  basically  adopted  President  Reagan's  budget  proposals. 
Obviously,  it  was  a  bipartisan  matter  with  Republicans  and  Demo- 
crats joining  to  adopt  the  Gramm-Latta  Substitute. 

The  Committee  on  Conference  on  H.  Con.  Res.  115  largely 
endorsed  the  President's  budget  and  wound  up  with  a  conference 
agreement  on  outlay  budget  total  for  fiscal  year  1982  of  roughly 
$695  billion.  Included  in  that  conference  report  were  the  recon- 
ciliation instructions  and  other  enforcement  measures  imposed  by 
the  Budget  Act  and  H.  Con.  Res.  115  on  the  various  committees  of 
the  Congress. 
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On  May  19,   1981,  a  letter  was  forwarded  to  every  Member  of 
Congress  by  the  Chairman  of  the  Reconciliation  Task  Force,  Budget 
Committee,  advising  them  of  the  Conference  action  on  Reconcilia- 
tion and  enclosing  certain  information  relating  to  each  committee 
a  pertinent  portion  of  those  enclosures  appear  below: 

SUMMARY  OF  RECOMMENDED  PROGRAM  REDUCTIONS  UNDER 
REAGAN,  SENATE  AND  LATTA  PROPOSALS 

FY  FY  FY 

1982  1983  1984 


Agriculture 


♦Storage  facility  loans 

BA 

... 

0 

ioo  ' 

iio 

120 

♦Grain  reserve 

BA 



60 

0 

165 

♦Farmers  Home  Administration 

BA 

180 

345 

461 

0 

376 

197 

346 

♦Commodity  Inspection  , 

BA 

52 

i 

55 

59 

0 

52 

55 

59 

Rural  water  and  waste 

BA 

118 

137 

154 

0 

7 

38 

84 

Reduce  P.L.  480 

BA 

324 

406 

502 

0 

316 

399 

493 

USDA  Conservation  cost  sharing 

BA 

76 

92 

108 

0 

47 

72 

96 

Food  Stamps 

BA 

1,458  ' 

1,971 

2,327 

0 

1,458 

1,971 

2,327 

BA 

2,208 

3,006 

3,671 

0 

2,521 

2,842 

3,525 

During  the  consideration  of  the  1981  Farm  Bill  in  the  Full 
Committee,  a  Minority  Substitute  to  H.R.  3603  was  offered  which 
comes  much  closer  to  meeting  the  direct  spending  outlays  pre- 
scribed by  H.  Con.  Res.  115  than  did  H.R.  3603  (see  table  pre- 
pared by  the  Congressional  Budget  Office  for  fiscal  year  1982 
comparing  spending  outlays) : 


53 


a  £ 


o 


oo  p1 

3  o 


fa 


3  o 


r-l      «D  «-H 


O      Ift      O      O  i-H 


m   en  <d 

o  c-5  co 
m    m  h 


,_|  i-H  Cfl  tH  «0 
C>S  d>  O  t-l 
«D  r-l 


o 

1  i 

g  O 
-   O  -g 

|  "8  f  S 

?         P  C! 


»  2 

>>  A 

O  0) 

CO  a, 


2 


Q  W 


Qj  S3 

|  | 
O 

£  < 


O  co 


I  1 


54 


The  summary  explanation  of  the  Minority  Substitute  is  as 
set  forth  in  the  Minority  Views  of  Hon.  William  C.  Wampler,  Paul 
findley,  Tom  Hagedorn,  E.  Thomas  Coleman,  Ron  Marlenee,  Larry  J. 
Hopkins,  William  M.  Thomas,  George  Hansen,  Arlan  Stangeland,  Pat 
Roberts,  Joe  Skeen,  Sid  Morrison,  Cooper  Evans,  and  Gene  Chappie, 
House  Report  No.  97-106  accompanying  H.R.  3603,  the  Committee^ s 
1981  Farm  Bill.     We  submit  that  there  are  alternative  ways  to 
achieve  "real"  savings  in  reconciliation  and  the  Farm  Bill  which 
will  bring  this  committee  substantially  in  compliance  with  the 
First  Concurrent  Budget  Resolution.     We  strongly  urge  the  Budget 
Committee  to  explore  such  alternatives  or  substitutes. 


V.  Conclusion 

We  stated  in  our  Minority  Views  to  this  committee's  Report 
to  the  Budget  Committee  dated  March  20,  1981,  that  we  were  "hope- 
ful and  confident  that  the  Budget  Committee  will  report  a  First 
Concurrent  Budget  Resolution  that  the  Reagan  Administration  and 
the  undersigned  can  support.     If  not,  we  reserve  the  right  to  try 
to  make  changes  in  that  Resolution  on  the  floor  of  the  House." 

That  statement  applies  equally  well  to  the  Omnibus  Recon- 
ciliation Bill  that  the  Budget  Committee  will  report.    We  do  not 
claim  now  anymore  than  we  did  then  that  we  would  necessarily 
agree  with  all  of  the  Reagan  Administration's  recommendations  for 
budget  cuts  or  legislative  proposals  to  effect  certain  budget 
reductions . 

However,  we  do  endorse  the  President's  Economic  Recovery 
Program  as  a  viable  and  honest  effort  to  bring  government  spend- 
ing under  control  while  giving  taxpayers  some  relief  that  promises 
fiscal  sanity  and  a  balanced  budget  by  fiscal  year  1984.  The 
farmer,  the  consumer,  the  elderly,  the  poor  have  all  suffered 
from  double-digit  inflation  for  too  many  years.     Application  of 
sound  fiscal  policies,  we  believe,  is  what  the  American  public 
wants  and  deserves.     If  such  policies  must  result  in  reductions 
in  budgets  for  certain  programs,  we  believe  they  will  be  sup- 
ported by  the  American  people  if  even-handedly  applied.  Infla- 
tion, high  interest  rates,  skyrocketing  rent,  etc.  hit  "the 
little  guy"  perhaps  more  unfairly  than  any  other  group  in  society 
be  he  farmer,  consumer,  farm  worker,  etc.     Addressing  the  problem 
of  bringing  government  spending  under  control  is  not  an  easy  nor 
popular  task,  but  we  believe  if  it  is  honestly  and  fairly  per- 
formed it  is  what  the  people  of  this  nation  want  and  need. 
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We  believe  a  House  that  passed  the  Gramm-Latta  Substitute  by 
a  wide  margin  will  not  now  falter  at  this  critical  juncture  and 
adopt  an  Omnibus  Reconciliation  Bill  that  will  sound  retreat  from 
the  commitment  encompassed  in  the  First  Concurrent  Budget  Resolution. 

We  urge  the  adoption  of  an  Omnibus  Reconciliation  Bill  that 
contains  "real"  savings  equitably  arrived  at,  accounting  that 
reflects  forthright  accountability  to  taxpayers  and  all  our 
citizens,  and  a  final  product  consistent  with  the  First  Concur- 
rent Budget  Resolution  and  with  the  long-term  objective  of  a 
financially  strong  America. 


DISSENTING  VIEWS  OF  LARRY  J.  HOPKINS 


During  full  Agriculture  Committee  consideration  of  its 
reconciliation  measure  for  the  FY  1982  budget   (H.R.   3838),  I 
offered  an  amendment  to  refine  the  committee  print  language,  in 
the  section  which  affected  the  inspection  and  grading  of  tobacco. 
My  amendment  was  offered  during  discussion  of  Mr.  Harkin's  proposal 
which  included,  among  other  things,  commodity  inspection. 

Specifically,  my  amendment  would  have  clarified  Section  206, 
involving  the  actual  assessment  of  the  grading  and  inspection  fees 
as  well  as  changing  the  effective  date  in  Section  208,  from  October 
1,  1981  to  July  1,  1981. 

During  consideration  of  my  amendment,  Mr.  Rose  offered  a 
substitute,  which  would  have  replaced  my  language  with  that  of  the 
recently-approved  Senate  provisions,  with  one  exception.  That 
exception  is  the  date  of  implementation,  which  the  Senate  had 
established  as  July  1,  1981. 

In  essence,  Mr.  Rose's  substitute,  which  the  Committee  adopted 
by  a  vote  of  25  to  16,  would  postpone  the  effective  date  from  July  1, 
1981  to  October  1,  1981. 

It  is  the  postponing  of  the  effective  date  to  October  1,  1981 
which  concerns  me  greatly,   and  is  the  basis  of  these  dissenting  views. 
There  are  two  fundamental  objections  to  the  October  date.     In  the 
first  place,   the  October  date  is  blatantly  unfair  and  prejudicial  to 
one  type  of  tobacco  over  another.     Secondly,  it  costs  the  taxpayers 
of  this  country  an  estimated  $3  million. 

I  believe  it  is  essential  that  any  proposal  to  start  charging 
a  so-called  "user  fee"  be  imposed  as  equitably  as  possible.  It 
would  be  virtually  impossible  to  select  a  date  which  would  make  this 
fee  assessment  100%  fair  to  every  tobacco  producer.     However,  since 
flue-cured  and  burley  tobaccos  represent  approximately  70%  of  all 
tobacco  graded,  a  July  1st  date  would  affect  the  majority  of  the 
tobacco  farmers  during  the  same  crop  year.     Almost  any  other  date, 
chosen  arbitrarily  for  reasons  of  fiscal  years    (such  as  October  1) 
or  calendar  years  would  favor  one  type  of  tobacco  or  one  sector  of 
the  country  at  the  expense  of  another.     The  October  1st  date  will 
unfairly  and  discriminately  assess  the  grading  and  inspection  fees 
to  burley  tobacco  growers  during  the  1981  crop  year,  while  flue-cured 
tobacco  producers  will  not  be  obliged  to  pay  anything  until  the  next 
crop  year.     This  is  blatantly  unfair  and  unjustifiable. 
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Dissenting  Views  of  Larry  J.  Hopkins 
page  two 


My  second  objection  is  that  adoption  of  the  October  1st  date 
is  not  in  the  interest  of  the  American  taxpayer.     By  waiting  to  assess 
inspection  fees  until  October  1,   19  81,  we  will  have  eliminated  the 
opportunity  to  impact  savings  in  the  federal  budget  until  FY  1982. 
During  discussion  of  the  amendment,  a  USDA  witness  stated  to  the 
Committee  that  mechanisms  to  implement  this  component  of  the  tobacco 
inspection  program  could  indeed  be  in  operation  by  July  1,  1981,  and 
would  provide  an  estimated  $2.8  million  in  FY  1981.     At  a  time  when 
the  Administration  and  the  Congress  are  attempting  to  significantly 
reduce  the  federal  budget,  we  need  to  use  every  opportunity. 

In  closing,  as  a  representative  from  a  tobacco^producing  state, 
I  have  found  myself  continually  fending  off  attacks  on  federal  tobacco 
price  supports.     Despite  the  tobacco  program's  proven  value  to  our 
nation's  economy  and  balance-of-trade ,  and  in  spite  of  the  tax  revenue 
it  generates,  tobacco  price  supports  are  continually  attacked  by  the 
press  and  individuals  who  do  not  understand  these  facts.     I  am  afraid 
adoption  of  the  October  1st  date  will  provide  an  opportunity  for  these 
opponents  to  verify  that  tobacco  is  escaping  without  carrying  its  fair 
share  of  necessary  budget  cuts,  while  Congress  is  making  radical 
reductions  in  other  federal  programs  like  food  stamps,  Medicare,  school 
lunch  and  education.     Tobacco  farmers  I  know  agree  the  belt-tightening 
must  be  shared  by  all  sectors  of  our  people  if  it  is  to  be  effective 
in  making  a  change  in  the  direction  of  our  economy. 

Therefore,   I  would  strongly  urge  the  conferees  of  the  Budget 
Committee  to  adopt  the  Senate  position  on  the  assessment  of  grading 
and  inspection  of  tobacco,  and  support  an  effective  date  of  July  1,  1981. 


Separate  Concurring  View  of  William  C.  Wampler 


I  separately  concur  in  the  Dissenting  Views  of  Mr.  Hopkins 
in  that  I  would  urge  the  Budget  Committee  to  incorporate  into  the 
Omnibus  Reconciliation  Bill  or  a  substitute  thereto  provisions  on 
the  grading  and  inspection  of  tobacco  having  an  effective  date  of 
July  1,  1981. 


TITLE  II  -  COMMITTEE  ON  ARMED  SERVICES 


Committee  Action 


To  satisfy  the  reconciliation  instruction  to  the  Committee  on  Armed  Services, 
that  committee  reported  legislation  to  the  Budget  Committee  that  would: 

(1)  Authorize  sales  of  excess  materials  from  the  strategic  stockpile, 
authorize  appropriations  for  the  acquisition  of  strategic  and  critical 
materials,  and  make  improvements  in  stockpile  management; 

(2)  Replace  the  current  semi-annual  cost-of-living  adjustment  mechanism  for 
military  retired  pay  with  an  annual  adjustment  contingent  on  a  similar 
change  being    implemented    in    the    civil     service     retirement  system; 

(3)  Authorize  an  open  enrollment  period  for  the  Survivor  Benefit  Plan  to 
permit  current  non-participating  military  retirees  to  elect  survivor 
protection. 

Strategic  and  Critical  Materials 

Authorization  of  Disposals.  The  legislation  would  authorize  the  disposal  of 
quantities  of  14  materials  currently  held  in  the  National  Defense  Stockpile  that 
have  been  determined  to  be  excess  to  national  defense  needs  under  the  current 
planning  criteria.  The  Committee  on  Armed  Services  believes  the  disposal  of  six 
of  these  materials  is  in  the  national  interest: 


(1)  1,000,000  pounds  of  iodine. 

(2)  1,500,000  carats  of  diamonds,  industrial  crushing  bort. 

(3)  710,253  pounds  of  mercuric  oxide. 

(4)  50,000  flasks  of  mercury. 

(5)  6,000,000  pounds  of  mica,  muscovite  splittings. 

(6)  25,000  pounds  of  mica,  phlogopite  splittings. 

The  authorization  for  disposal  of  quantities  of  materials,  including  addi- 
tional quantities  of  the  first  two  materials  listed  above,  is  included  in  order  to 
satisfy  the  reconciliation  instruction  of  the  House: 

(1)  105,119,000  troy  ounces  of  silver. 

(2)  3,000  short  tons  of  antimony. 

(3)  6,000  short  tons  of  asbestos  amosite. 

(4)  6,000  short  tons  of  asbestos  chrysotile. 

(5)  3,000,000  carats  of  diamond  stones. 
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(6)  197,465  carats  of  diamonds,  industrial  crushing  bort. 

(7)  1,213,000  pounds  of  iodine. 

(8)  150,000    pounds    of    mica    muscovite    film,     first    and    second  qualities. 

(9)  150,000  pounds  of  mica  muscovite  block,  stained  and  lower. 

(10)  1,397  long  tons  of  vegetable  tannin  extract,  wattle. 

Authorization  of  Appropriations.  The  legislation  would  authorize  appropria- 
tions in  the  sum  of  $2,140,000,000.  Appropriations  could  be  made  for  fiscal 
year  1982  or  any  subsequent  year  as  long  as  the  sum  of  such  appropriations  does 
not  exceed  $2,140,000,000  and  could  be  made  from  balances  in  the  National  Defense 
Stockpile  Transaction  Fund  or  from  the  General  Fund  of  the  Treasury. 

Improvements  in  Stockpile  Management.  The  Committee  on  Armed  Services  in- 
cluded provisions  that  would  amend  the  Strategic  and  Critical  Materials  Stock 
Piling  Act  (section  98  of  title  50,  United  States  Code)  to  improve  the  operations 
and  management  of  the  National  Defense  Stockpile.  The  Committee  on  Armed  Services 
expressed  particular  concern  that  management  of  the  stockpile  be  consistent  with 
the  purpose  set  out  in  the  Act: 

"to  serve  the  interest  of  the  national  defense  only  and 
is  not  to  be  used  for  economic  and  budgetary  purposes". 

To  this  end,  the  amendment  to  the  Act  would: 

(1)  provide  that  the  President  submit  each  year  a  five-year  plan  for  the 
operation  of  the  National  Defense  Stockpile; 

(2)  provide  that  no  acquisitions  could  be  made  without  informing  appro- 
priate committees  of  Congress; 

(3)  eliminate  the  provision  in  current  law  that  limits  the  availability 
of  appropriated  funds  for  the  purchasing  of  stockpile  materials  to 
five  years; 

(4)  eliminate  the  provision  in  current  law  that  provides  that  funds 
remaining  in  the  Stockpile  Transaction  Fund  for  three  fiscal  years 
would  revert  to  miscellaneous  receipts  of  the  Treasury;  and 

(5)  provide  that  no  sales  could  be  made  from  the  National  Defense  Stock- 
pile if  the  sale  would  result  in  a  balance  in  the  Stockpile  Trans- 
action Fund  in  excess  of  $1  billion  or,  in  the  case  of  a  disposal  to 
be  made  after  September  30,  1983,  if  the  disposal  would  result  in  a 
balance  in  the  fund  in  excess  of  $500  million. 

COLA  Adjustment  For  Military  Retirees 

Currently,  military  retired  pay  is  adjusted  twice  a  year  (in  March  and 
September)  based  on  the  increase  in  the  Consumer  Price  Index  (CPI)  in  a  preceding 
six-month  period  (June  to  December,  December  to  June,  respectively).  Other 
Federal  staff  retirement  systems,  including  the  civil  service  retirement  system, 
include  a  similar  provision. 
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Last  year,  the  Committee  on  Armed  Services  reported  legislation  to  the  Budget 
Committee  recommending  that  either  the  September  1980  or  the  March  1981  cost- 
of-living  adjustment  for  military  retired  pay  be  limited  to  a  single  increase 
for  a  one-year  period  contingent  on  a  similar  change  being  made  for  civil 
service  retired  pay.  This  provision  was  included  in  the  Omnibus  Reconciliation 
Bill  reported  by  the  Budget  Committee  last  year;  however,  the  provision  (together 
with  a  similar  provision  for  the  civil  service)  was  deleted  by  Floor  amendment. 

A  provision  authorizing  a  permanent  change  providing  for  an  annual  adjustment 
procedure  was  included  in  the  Defense  authorization  bill  for  fiscal  year  1981  as 
it  was  enacted  (Public  Law  96-342,  section  812).  Consequently,  there  exists 
today  a  standing  provision  in  law  requiring  that  military  retired  pay  be  adjusted 
on  an  annual  instead  of  a  semi-annual  basis  if,  at  any  time  in  the  future,  the  civil 
service  retirement  system  is  modified  to  include  a  similar  provision. 

The  Committee  on  Armed  Services  suggested  to  the  Budget  Committee  that 
another  portion  of  the  reconciliation  instruction  could  be  satisfied  from  this 
source.  The  reconciliation  bill  includes  a  legislative  cross-reference  to  the 
existing  provision  of  law. 

Open  Enrollment  Period  for  SBP 

Currently,  if  a  married  military  member  elects,  at  the  time  of  retirement, 
not  to  provide,  under  the  Survivor  Benefit  Plan  for  military  retirees,  a  survivor 
annuity  to  a  spouse,  a  subsequent  election  to  join  the  plan  can  not  be  made. 
Members  who  retired  before  1972  (when  the  plan  was  enacted)  who  were  married  at 
that  time  were  given  a  year  and  a  half  to  elect  coverage  during  an  initial  "open 
enrollment"  period. 

The  Committee  on  Armed  Services  recommended  that  a  final  portion  of  the 
reconciliation  instruction  could  be  satisfied  by  authorizing  an  open  enrollment 
period  for  retirees  who  had  not  previously  joined  the  plan  and  for  those  who  had 
joined  but  who  had  elected  less  than  the  full  survivor  protection  available. 
This  provision  would  not  permit  reductions  in  existing  coverage  or  withdrawal 
from  the  plan.  Further,  under  this  provision,  survivors  of  retirees  electing 
coverage  during  the  open  enrollment  period  would  receive  only  a  return  of  contri- 
butions if  death  occurs  within  one  year  of  the  election. 

Because  the  member  electing  survivor  benefit  coverage  incurs  a  reduction  in 
retired  pay,  savings  would  result  from  this  provision  for  a  number  of  years  in 
the  future. 

The  Committee  on  Armed  Services  observed  that  this  provision,  in  addition  to 
helping  to  meet  the  reconciliation  instruction,  is  of  significant  benefit  to 
those  retirees,  who  for  understandable  reasons,  elected  not  to  participate  in  the 
Survivor  Benefit  Plan  at  the  time  of  retirement.  The  Committee  pn  Armed  Services 
determined  recently  that  some  members  who  retired  in  the  past  were  faced  with  an 
election  into  the  plan  that,  from  an  actuarial  perspective,  meant  contributing 
more  to  the  plan  than  their  survivors  could  have  expected  to  receive.  Many 
favorable  changes  have  been  made  to  the  plan  since  its  inception  to  preclude  this 
anomalous  situation,  the  most  recent  and  most  significant  just  last  year.  Be- 
cause military  retirees  would  bear  a  significant  financial  burden  as  a  result  of 
other  reconciliation  provisions,  the  Committee  on  Armed  Services  offered  this 
provision  to  allow  for  some  offsetting  relief. 


Section-by-Section  Analysis 


Strategic  and  Critical  Materials 

Authorization  of  Disposals.  Section  2001(a)  provides  that  effective  on 
October  1,  1981,  the  President  would  be  authorized  to  dispose  of  the  following 
quantities  of  materials  currently  held  in  the  National  Defense  Stockpile  estab- 
lished by  section  3  of  the  Strategic  and  Critical  Materials  Stock  Piling  Act  (50 
U. S.C.  98b),  such  quantities  having  been  determined  to  be  excess  to  the  current 
requirements  of  the  stockpile: 

(1)  1,000,000  pounds  of  iodine. 

(2)  1,500,000  carats  of  diamonds,  industrial  crushing  bort. 

(3)  710,253  pounds  of  mercuric  oxide. 

(4)  50,000  flasks  of  mercury. 

(5)  6,000,000  pounds  of  mica,  muscovite  splittings. 

(6)  25,000  pounds  of  mica,  phlogopite  splittings. 

(7)  46,537,000  troy  ounces  of  silver. 

(8)  1,000  short  tons  of  antimony. 

(9)  2,000  short  tons  of  asbestos  chrysotile. 

(10)  50,000  pounds    of  mica  muscovite  film,   first  and  second  qualities. 

(11)  50,000  pounds  of  mica  muscovite  block,  stained  and  lower. 

(12)  700  long  tons  of  vegetable  tannin  extract,  wattle. 

Section  2001(b)  provides  that  effective  on  October  1,  1982,  the  President 
would  be  authorized  to  dispose  of  the  following  quantities  of  materials  currently 
held  in  the  National  Defense  Stockpile,  such  quantities  having  been  determined  to 
be  excess  to  the  current  requirements  of  the  stockpile: 

(1)  44,682,000  troy  ounces  of  silver. 

(2)  1,000  short  tons  of  antimony. 

(3)  2,000  short  tons  of  asbestos  chrysotile. 

(4)  1,500,000  carats  of  diamond  stones. 

(5)  1,000,000  pounds  of  iodine. 

(6)  50,000  pounds   of  mica  muscovite  film,   first  and  second  qualities. 

(7)  50,000  pounds  of  mica  muscovite  block,  stained  and  lower. 

(8)  697  long  tons  of  vegetable  tannin  extract,  wattle. 
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Section  2001(c)  provides  that  effective  on  October  1,  1983,  the  President 
would  be  authorized  to  dispose  of  the  following  quantities  of  materials  currently 
held  in  the  National  Defense  Stockpile,  such  quantities  having  been  determinied 
to  be  excess  to  the  current  requirements  of  the  stockpile: 

(1)  13,900,000  troy  ounces  of  silver. 

(2)  1,000  short  tons  of  antimony. 

(3)  6,000  short  tons  of  asbestos  amosite. 

(4)  2,000  short  tons  of  asbestos  chrysotile. 

(5)  1,500,000  carats  of  diamond  stones. 

(6)  197,465  carats  of  diamonds,  industrial  crushing  bort. 

(7)  213,000  pounds  of  iodine. 

(8)  50,000  pounds   of  mica  muscovite  film,    first  and  second  qualities. 

(9)  50,000  pounds  of  mica  muscovite  block,  stained  and  lower. 

Section  2001(d)(1)  provides  that  the  disposal  authorizations  contained  in 
paragraphs  (7)  through  (12)  of  section  2001(a)  would  expire  on  September  30,  1982. 

Section  2001(d)(2)  provides  that  the  disposal  authorizations  contained  in 
section  2001(b)  would  expire  on  September  30,  1983. 

Section  2001(d)(3)  provides  that  the  disposal  authorizations  contained  in 
section  2001(c)  would  expire  on  September  30,  1984. 

Section  2001(e)  provides  that  any  disposal  under  the  authority  of  subsection 
(a),  (b)  or  (c)  should  be  carried  out  in  accordance  with  the  provisions  of  the 
Strategic  and    Critical    Materials    Stock    Piling    Act    (50    U.S.C.     98    et  seq.). 

Authorization  of  Appropriations.  Section  2002(a)  provides  that  effective 
on  October  1,  1981,  there  would  be  authorized  to  be  appropriated  the  sum  of 
$2,140,000,000  for  the  acquisition  of  strategic  and  critical  materials  under 
section  6(a)  of  the  Strategic  and  Critical  Materials  Stock  Piling  Act  (50  U.S.C. 
98e(a)). 

Section  2002(b)  provides  that  any  acquisition  using  funds  appropriated  under 
the  authorization  of  subsection  (a)  should  be  carried  out  in  accordance  with  the 
provisions  of  the  Strategic  and  Critical  Materials  Stock  Piling  Act  (50  U.S.C. 
98  et  seq.  ). 

Improvements  in  Stockpile  Management.  Section  2003(a)  would  amend  section 
5(a)  of  the  Strategic  and  Critical  Materials  Stock  Piling  Act:  to  authorize  the 
appropriation  of  funds  for  expenses  incidental  to  the  transportation  of  materials 
being  acquired;  to  provide  that  funds  appropriated  under  the  Act  shall  remain 
available  until  expended  unless  otherwise  provided  in  appropriation  acts;  and  to 
provide  that  no  acquisitions  of  any  quantity  of  any  material  be  made  without 
advance  notification  to  the  appropriate  committees  of  Congress. 
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Section  2003(b)  and  (c)  would  amend  the  Act  to  provide  that  disposal  of  mate- 
rials from  the  stockpile  could  not  be  made  if  the  disposal  would  result  in  there 
being  a  balance  in  the  National  Defense  Stockpile  Transaction  Fund  in  excess  of 
$1,000,000,000  or,  in  the  case  of  a  disposal  to  be  made  after  September  30, 
1983,  if  the  disposal  would  result  in  there  being  a  balance  in  the  fund  in  excess 
of  $500,000,000. 

Section  2003(d)  would  amend  section  9(b)  of  the  Act  to  eliminate  the  provision 
in  current  law  that  provides  that  funds  remaining  in  the  Stockpile  Transaction 
Fund  for  three  fiscal  years  would  revert  to  the  miscellaneous  receipts  of  the 
Treasury  and  to  provide  instead  that  funds  appropriated  under  the  Act  remain 
available  until  expended  unless  otherwise  provided  in  appropriation  acts. 

Section  2003(e)  would  limit  the  scope  of  the  provisions  authorizing  funds 
appropriated  under  the  Act  to  be  available  until  expended,  unless  otherwise 
provided  in  appropriation  acts,  to  appropriations  for  fiscal  year  1982  and  subse- 
quent years. 

Section  2003(f)  would  amend  section  11  of  the  Act  to  provide  that  the  Presi- 
dent submit  to  the  appropriate  committees  of  the  Congress  a  five-year  plan  for 
the  operation  of  the  National  Strategic  Stockpile. 

COLA  Adjustment  for  Military  Retirees 

Section  2101  contains  a  legislative  cross-reference  to  the  provision  in  the 
Defense  Authorization  Act  for  fiscal  year  1981  (Public  Law  96-342)  that  authorizes 
a  change  to  the  current  method  of  adjusting  military  retired  pay.  Section  812  of 
that  Act  provides  that — contingent  on  a  change  to  an  annual  adjustment  of  retired 
pay  in  the  civil  service  retirement  system — military  retired  pay  would  be  adjusted 
at  the  same  time  and  by  the  same  percent  as  civil  service  retired  pay. 

Open  Enrollment  Period  for  SBP 

Section  2102  would  authorize  an  open  enrollment  period  during  which  military 
retirees  (who  had  not  previously  elected  under  the  Survivor  Benefit  Plan  to  provide 
coverage  for  a  current  spouse  at  the  maximum  level)  could  elect  coverage  for  the 
spouse  or  increase  existing  coverage  if  at  less  than  the  maximum  survivor  pro- 
tection available. 

Subsection  (a)  defines  the  category  of  individuals  who  would  be  authorized 
to  make  elections  during  the  open  enrollment  period. 

Clause  (1)  of  subsection  (a)  would  include  in  that  category  members  who 
retired  in  the  past  who  are  not  participants  in  the  plan. 

Clause  (2)  of  subsection  (a)  would  include  in  that  category  members  who 
elected  to  participate  in  the  plan  previously  but  at  less  than  full  coverage 
(full  coverage  would  provide  55  percent  of  retired  pay).  These  retirees  would  be 
permitted  to  increase  their  coverage.  Clause  (2)  would  also  include  members  who 
were  married  but  who  elected  to  provide  coverage  under  the  "children  only"  option. 
These  retirees  would  be  permitted  to  provide  coverage  to  a  spouse  as  well  as  the 
children.     The    extended    coverage    would    be    required    to    be    the    same   as  that 
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elected  for  the  children.  The  combined  coverage  could  be  increased  if  less  than 
full  coverage  had  been  elected  originally. 

Clause  (3)  of  subsection  (a)  expresses  the  intent  that  elections  made  by 
the  eligible  group  be  made  in  the  same  manner  they  would  have  been  made  had  they 
been  made  at  the  time  of  retirement.  Elections  would  be  effective  when  received 
by  the  Secretary  concerned. 

Subsection  (b)  defines  the  open  enrollment  period  to  begin  on  October  1, 
1981,  and  to  end  on  September  30,  1982. 

Subsection  (c)  is  designed  to  protect  the  plan  against  "death  bed"  elections. 
Under  this  provision,  if  a  member  who  made  an  election  under  this  section  dies 
within  one  year  of  making  that  election,  no  benefit  under  the  plan  would  accrue 
to  the  survivor  as  a  result  of  the  election.  Instead,  the  survivor  would  receive 
only  a  refund  of  the  contributions  made  as  a  result  of  that  election.  Survivors 
of  members  who  were  eligible  beneficiaries  before  the  election  (that  would  be 
permitted  by  this  section)  would,  in  addition  to  the  refund  of  contributions 
attributable  to  that  election,  continue  to  be  entitled  to  the  benefit  that  they 
would  have  received  had  the  election  not  been  made. 

Subsection  (d)  expresses  the  intent  that  provisions  of  sections  of  existing 
law  related  to  mental  incompentency  of  members  (1449),  recovery  of  annuity 
erroneously  paid  (1453),  and  correction  of  administrative  deficiencies  (1454) 
should  apply  to  elections  made  under  this  section. 

Subsection  (e)  defines  various  terms  used  in  the  section. 

Cost  Estimate 

The  Committee  on  Armed  Services  concurs  in  the  estimate  of  the  Congressional 
Budget  Office  as  contained  below: 


Congressional  Budget  Office 
Cost  Estimate 

June  12,  1981 


1.    Bill  Title: 


Omnibus  Reconciliation  Legislation,  Title  II- -Committee  on  Armed 
Services. 

2.  Bill  Status: 

As  ordered  sent  to  the  House  Budget  Committee  by  the  House  Armed 
Services  Committee  on  June  12,  1981. 

3.  Bill  Purpose: 

To  bring  the  expenditures  authorized  by  the  House  Armed  Services 
Committee  within  the  reconciliation  target  established  by  the 
Congress. 

4.  Cost  Estimate: 

(By  fiscal  year,  in  millions  of  dollars) 

Reconciliation  Reduction       1982  1983  1984 

Budget  Authority  -966  -897  -513 

Estimated  Outlays  -966  -897  -513 

For  account  by  account  detail  on  the  savings  resulting  from  this  bill, 
see  the  attached  table. 

5.  Basis  of  Estimate: 

Budget  authority  savings  were  estimated  by  reducing  the  current  policy 
baseline  to  the  authorization  limits  established  in  this  bill.  Outlays 
were  estimated  using  historical  patterns. 

6.  Estimate  Comparison:  None. 

7.  Previous  CBO  Estimate:  None. 

8.  Estimate  Prepared  by:        Thomas  D.  Phillips  (225-4844)  "^P 

Patrick  L.  Renehan  (225-4844)  1>U 

9.  Estimate  Approved  by: 

Jar"es  L.  Blum 
Assistant  Director 
for  Budget  Analysis 

«*) 
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Title  II 


House  Armed  Services  Committee 
Reconciliation  Proposals 


(By  fiscal  year,  in  millions  of  dollars) 


1982 


1983 


1984 


Strategic  Stockpile 
Baseline 

Budget  Authority 

Outlays 

Estimated  Savings 
Budget  Authority 
Outlays 


-267 
-267 


-535 
-535 


194 
194 


•534 
■534 


■57 
-57 


■193 
193 


Military  Retired  Pay 
Baseline 

Budget  Authority 

Outlays 

Estimated  Savings  from  Once 
Annual  Cost-of-Living  Increases 
in  Military  Retired  Pay 

Budget  Authority 

Outlays 

Estimated  Savings  from  Open 
Enrollment  Period  for  Survivor 
Benefit  Plan 

Budget  Authority 

Outlays 

TOTAL  ESTIMATED  SAVINGS 
Budget  Authority 
Outlays 


15,483 
15,477 


-394 
■394 


-37 
-37 


-966 
-966 


16,954 
16,948 


■327 
•327 


18,282 
18,277 


■285 
-285 


-35 
-35 


-897 
-897 


513 
■513 


TITLE  III — HOUSING  AND  COMMUNITY  DEVELOPMENT ,   BANKING  AND 
RELATED  PROGRAMS 


REPORT  OF  THE  COMMITTEE  ON  BANKING,   FINANCE  AND  URBAN  AFFAIRS 
ON  RECONCILIATION  TO  THE  COMMITTEE  ON  THE  BUDGET 


The  Committee  on  Banking,  Finance  and  Urban  Affairs  was  required 
by  the  reconciliation  instructions  in  H.  Con.  Res.  115,  to  report 
to  the  Committee  on  the  Budget  changes  in  authorizing  legislation 
within  its  jurisdiction  sufficient  to  reduce,  for  fiscal  year  1982, 
budget  authority  by  over  $13.1  billion  and  outlays  by  $640  million. 
The  budget  resolution  required  that  similar  savings  be  achieved 
for  fiscal  years  1983  and  1984.     The  Banking  Committee  has  met  the 
savings  requirements  of  the  reconciliation  instructions. 

Title  III,  that  portion  of  the  bill  containing  programs  within 
the  Banking  Committee's  jurisdiction,  contains  three  parts: 

Subtitle  A — Housing,  Community  Development,  and  Related  Programs 

This  part  contains  the  reductions  in  authorizations  to  help 
meet  the  instructions  of  the  budget  resolution,  necessary  program 
extensions  and  modifications  in  existing  laws. 

Subtitle  B — International  Development  Banks 

This  part  authorizes  United  States  participation  in  various 
international  development  lending  institutions,  but  at  levels  greatly 
reduced  from  the  President's  requests.     The  part  also  limits  the 
direct  loan  activities  of  the  Export-Import  Bank. 

Subtitle  C — Banking  and  Related  Programs 

This  part  reduces  authorizations  for  salaries  and  expenses  for 
various  parts  of  the  Treasury  Department,  terminates  the  Council  on 
Wage  and  Price  Stability  and  extends,  at  reduced  levels,  the  author- 
izations for  the  National  Consumer  Cooperative  Bank. 

The  Committee  has  made  the  cuts  in  legislative  language  for 
fiscal  year  1982  and  for  the  years  beyond  in  programs  that  extend 
through  those  years.     However,  for  programs  that  are  traditionally 
authorized  for  only  one  year,  we  have  followed  the  procedure  outlined 
by  Mr.  Panetta  and  Mr.  Regula  in  their  letter  of  June  5,  1981  which 
stated,  "If  a  committee  proposes  policies  in  the  first  year  that — 
if  continued  in  subsequent  authorizations  to  be  proposed  later — 
will  yield  the  required  savings  in  the  outyears,  the  Budget  Committee 
will  credit  the  committee  with  the  outyear  savings  even  if  the 
committee  submits  only  a  one-year  authorization  at  this  time.". 

(69) 
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The  Banking  Committee  wishes  to  emphasize  that  the  magnitude  of 
these  reductions  is  mandated  by  the  budget  resolution.     Many  members 
of  the  Committee,  in  fact,  consider  the  severe  slashes  in  funding, 
particularly  those  cuts  relating  to  housing  and  community  development, 
to  be  major  mistakes  in  both  social  and  economic  terms.     The  Committee, 
however,  met  fully  the  requirements  of  the  resolution,  its  judgment 
on  the  wisdom  of  the  reductions  and  its  knowledge  of  the  nation's 
housing  needs,  notwithstanding. 

As  required  by  the  conferees  on  the  budget  resolution,  the 
Banking  Committee  made  its  cuts  from  a  base  designed  by  the  Con- 
gressional Budget  Office  for  the  Senate  Budget  Committee.     The  Budget 
Committee  has  made  clear  that  CBO  estimates  of  savings  from  that  base 
are  virtually  the  final  word. 

Unfortunately,  in  attempting  to  draft  legislation  that  would  meet 
the  reconciliation  requirements,  the  Banking  Committee  experienced 
severe  difficulty  in  getting  reliable  figures  from  the  CBO.  There 
were  also  confusing,  and  unjustifiable  determinations  made  on  the 
makeup  of  the  baseline  from  which  the  Banking  Committee  made  its 
reductions.     These  problems  made  the  Banking  Committee's  difficult 
assignment  even  harder  to  carry  out.     If  the  reconciliation  process 
is  used  again,  the  support  system  must  be  improved  and  the  baseline 
must  be  constructed  on  a  far  more  realistic  basis. 
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Subtitle  A  -  Housing,  Community  Development, 
and  Related  Programs 


Summary 

Subtitle  A,  Housing,  Community  Development,  and  Related 
programs,  is  cited  as  the  "Housing  and  Community  Development 
Amendments  of  1981".     It  contains  six  (6)   chapters  that  would 
extend  and  amend  federal  housing  and  community  development 
programs . 

Chapter  1  contains  authorization  adjustments  and  program 
amendments  concerning  community  and  neighborhood  development, 
and  conservation  programs.     The  authorization  amendments 
would  provide  $3,640  million  for  fiscal  year  1982  and  $3,979 
million  for  fiscal  year  1983  for  community  block  grants; 
$425  million  for  each  of  fiscal  years  1982  and  1983  for  the  Urban 
Development  Action  Grant  Program;   a  $250  million  limitation 
for  fiscal  year  1982  for  section  108  loan  guarantees;  a  fiscal 
year  1982  limitation  on  section  312  rehabilitation  loans  of 
$85,173,000;  no  funding  authorizations  for  the  section  701 
planning  assistance;  $13,514,000  for  the  Neighborhood  Reinvest- 
ment Corporation  for  fiscal  year  1982;  and  $6,622,000  for  the 
Neighborhood  Self-Help  Development  Program  for  fiscal  year  1982. 

Amendments  to  the  Community  Development  Block  Grant 
Program  were  included  to  provide:     a  $265  million  non-entitlement 
metropolitan  set  aside  for  fiscal  year  1982;  $60  million  for 
each  of  fiscal  years  1982  and  1983  for  the  Secretary's 
discretionary  fund;  that  eligible  metropolitan  cities  whose 
population  declines  below  50,000  persons  continue  to  be  classified 
as  metropolitan  cities  for  CDBG  purposes  until  the  next  decennial 
census  or  September  30,  1983,  whichever  is  later;   that  eligible 
urban  counties  whose  population  declines  below  200,000  continue 
to  be  classified  as  urban  counties  for  CDBG  program  purposes 
until  the  next  decennial  census  or  September  30,  1983, 
whichever  is  later;  and  that  the  activities  eligible  to 
be  undertaken  under  section  701(e)  of  the  Urban  Planning 
Assistance  Program  be  included  among  the  eligible  CDBG 
activities. 

Chapter  2  contains  authorization  adjustments  and  program 
amendments  concerning  the  assisted  housing  program.     It  would 
authorize:     $1,019,922,000  in  additional  assisted  housing 
contract  authority,  $20,537,100,000  in  assisted  housing 
budget  authority;  $100,000,000  of  such  contract  authority 
would  be  used  for  the  modernization  of  public  housing  projects 
and  are  in  addition  to  public  housing  development  funds 
for  which,  at  the  option  of  the  locality,  may  be  used  for 
project  improvements;  of  the  funds  made  available  under 
section  8,  48  percent  would  be  for  existing  housing  and  52 
percent  for  newly  constructed  and  substantially  rehabilitated 
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housing  units;   not  more  than  $157,392,000  would  be  made 
available  for  conventional  low  income  public  housing  assistance; 
localities  to  use  all  or  part  of  their  public  housing  development 
funds  for  the  comprehensive  improvement  of  existing  projects; 
$1,640,700,000  for  operating  subsidies;  $4  million  for  troubled 
projects  for  fiscal  year  1982;  and  the  Federal  Financing 
Bank  to  purchase  obligations  issued  by  local  public  housing 
authorities  for  the  purpose  of  financing  low  income  public 
housing  projects  in  an  amount  not  to  exceed  $400  million. 

Chapter  2  also  would  amend  the  Section  8  Program  to 
permit  assistance  to  be  provided  in  buildings  used  for  single 
room  occupancy  in  areas  where  the  Secretary  finds  a  demand 
for  such  units  and  where  the  local  government  and  the  local 
housing  agency  approve  of  such  assistance;  amend  the 
Modernization  Program  to  give  a  priority  to  projects  where 
there  are  emergency  and  special  purpose  needs  related  to  fire 
safety;  amend  the  Troubled  Projects  Program  to  require  that 
after  October  1,   1981,  no  funds  be  used  to  remedy  operating 
deficits  in  rent  supplement  projects  and  which  result  from  a 
failure  to  amend  rent  supplement  contracts  to  cover  required 
rent  increases,  and  to  extend  until  September  30,   1982,  the 
authority  to  utilize  the  Rent  Supplement  Assistance  Fund  in 
connection  with  the  Troubled  Projects  Program;  limit  existing 
tenant  participation  prior  notice  requirements  for  owners 
of  multifamily  projects  to  requests  for  increases  in  rents, 
conversions  to  other  uses,  release  of  security  or  major 
physical  alterations;  amend  section  235  recapture  provisions; 
expands  the  existing  provisions  permitting  section  8  assistance 
for  families  occupying  manufactured  housing;  and  restricts 
illegal  aliens  from  using  assisted  housing  units. 

Chapter  2  also  would  require  the  HUD  Secretary  to  undertake 
a  study  of  the  use  of  the  authority  under  section  8  permitting 
local  public  housing  agencies  to  purchase  and  resell  structures 
to  provide  eligible  tenants  with  homeownership  opportunities 
and  provide  the  Congress  with  a  demonstration  proposal; 
and  would  require  a  study  and  report  of  fire  safety  standards 
in  low  income  housing  projects. 

Chapter  3  contains  program  authorizations,  extensions 
and  amendments  affecting  FHA,  the  secondary  market,  the 
Solar  Bank  and  other  programs.     It  would  authorize:     a  reduction 
to  $5,551,348,000  in  the  amount  of  Treasury  borrowing  for 
the  Section  202  Elderly  Housing  Program  beginning  in  fiscal 
year  1982  and  provide  appropriations  of  $850,848,000  in 
section  202  direct  loans  for  fiscal  year  1982;  an  appropriation 
of  $25  million  for  HUD  research  for  fiscal  year  1982;  an 
appropriation  of  $127,248,000  for  losses  to  the  FHA  General 
Insurance  Fund;  a  fiscal  year  1982  limitation  on  FHA  insurance 
commitments  of  $41  billion;  an  increase  by  $1.1  billion  in 
GNMA  special  assistance  function  purchase  authority  for 
fiscal  year  1982,  and  a  limitation  of  $1,973  million  in 
mortgage  purchase  commitments  during  fiscal  year  1982;  a 
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limitation  of  $69.5  billion  in  guarantee  commitments  for  the 
Mortgage  Backed  Securities  Program  for  fiscal  year  1982  and 
a  requirement  that  GNMA  sell  $2  billion  of  Tandem  Program 
mortgages  in  fiscal  year  1982. 

Chapter  3  also  would  authorize  $193,436,000  for  low 
income  weather ization  grants  for  fiscal  year  1982;  $132 
million  for  the  Solar  Bank  for  each  of  the  fiscal  years  1982, 
1983,  and  1984;  $6  million  for  housing  counselling  assistance  for 
fiscal  year  1982;  $500,000  for  the  National  Institute  of 
Building  Sciences  for  each  of  the  fiscal  years  1982,   1983,  and 
1984;   a  limitation  of  $513,037,000,  of  which  $266,752,000  may  be 
made  available  from  FHA  funds,  for  HUD  administrative  and 
nonadministrative  expenses  for  fiscal  year  1982;  and  a 
limitation  of  $30  million  in  obligations  of  the  New 
Community  Revolving  Fund  for  fiscal  year  1982. 

Chapter  3  would  also  extend  for  one  year  the  following 
program  authorities:     title  I  loans,  general  mortgage  insurance 
authorities;   sections  221,   235,   236,  244,   245,  809,  810, 
1002,   1101;  flexible  interest  rate  authority  pursuant  to 
section  3(a)(1);   the  Emergency  Home  Purchase  Act.     The  chapter 
would:     cover  buyer-broker  arrangements  in  the  FHA  insurance 
provisions  of  the  National  Housing  Act;  provide  for  two 
public  interest  members  on  the  Board  of  the  National  Institute 
of  Building  Sciences;  permit  Indian  tribes  to  apply  directly 
for  weatherizat ion  assistance;   increase  the  amounts  of  insurance 
for  manufactured  housing  loans,  extend  the  terms  of  such 
loans  and  permit  refinancing  of  manufactured  home  lots; 
restrict  Tandem  Plan  mortgage  commitment  authority  with 
respect  to  certain  multifamily  projects  receiving  firm  mortgage 
insurance  commitments  regardless  of  whether  or  not  a  conditional 
insurance  commitment  was  made;   increase  FHA  single  family 
high  cost  area  mortgage  limit  to  148  percent  of  the  basic  limits; 
and  make  certain  technical  corrections  to  existing  law. 

Chapter  4  contains  authorization  adjustments,  program 
amendments  and  extensions  to  the  flood,  crime  and  riot 
insurance  programs.     It  would:     authorize  for  fiscal  year 
1982,  $42.6  million  for  flood  elevation  studies;  extend  to 
1982  the  Flood  Insurance  Program,  limit  the  Flood  Insurance 
Fund,  subject  the  Fund  to  appropriation  Acts  beginning  in 
fiscal  year  1982;  revise  flood  insurance  purchase  and  loan 
provisions  in  the  case  of  properties  involving  the  principal 
residence  of  the  owner;  prohibit  flood  insurance  coverage  in 
undeveloped  coastal  barriers.     The  chapter  would  also  extend 
the  federal  crime  and  riot  insurance  programs. 

Chapter  5  contains  authorization  adjustments,  program 
amendments  and  extensions  to  the  rural  housing  programs.  It 
would:     authorize  a  fiscal  year  1982  limit  of  $3,700,600,000 
on  the  Farmers  Home  Administration's  authority  to  insure  and 
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guarantee  loans  of  which  not  less  than  $3,170  million  would 
be  for  interest  credit  borrowers;  eliminate  the  $100  million 
guaranteed  loan  authorization  for  above-moderate  income 
borrowers;  authorize  appropriation  of  $50,000,000  for  section 
504  home  repair  loans  and  grants  for  fiscal  year  1982  (of 
which  not  more  than  $25  million  would  be  for  grants),  $25 
million  for  section  516  farm  labor  housing  grants,  $2  million 
for  section  525  technical  and  supervisory  grants;  extend 
both  the  Section  515  Rental  Housing  Loan  Program  and  the 
authority  to  make  and  insure  section  502  homeownership  loans 
for  one  year;  make  discretionary  the  authority  to  provide 
interest  credits  to  eligible  moderate  income  borrowers;  and 
extend  through  September  30,  1982,  the  authority  to  enter 
into  rental  assistance  payment  contracts  and  would  provide 
an  authorization  of  not  more  than  $398,000,000;  extend  the 
authorization  for  appropriation  for  the  Mutual  and  Self-Help 
Loan  and  Grant  Assistance  Program  and  the  date  after  which 
no  such  assistance  shall  be  made,  and  provides  an  authorization 
for  appropriation  of  not  to  exceed  $3  million  and  a  $5  million 
limit  on  the  activity  undertaken  in  fiscal  year  1982. 

Chapter  6  would  provide  that  the  amendments  included  in 
this  subpart  will  become  effective  on  October  1,  1981. 
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CHAPTER  1  -   COMMUNITY  AND  NEIGHBORHOOD 
DEVELOPMENT  AND  CONSERVATION 


Introduction 

In  setting  forth  the  provisions  in  Chapter  1  of  the  bill, 
the  Committee  has  acted  to  maintain  the  integrity  of  the  basic 
federal  community  development  assistance  programs  and  at  the 
same  time  meet  the  Gramm-Latta  spending  reductions  imposed  by 
House  Concurrent  Resolution  115.     This  was  difficult  and  frustrating 
because  the  Committee  recognizes  that  in  satisfying  the  demand 
for  reduced  spending  levels  the  real  needs  of  the  nation's 
distessed  cities  and  disadvantaged  citizens  are  being  ignored. 
Within  the  reduced  overall  spending  level  for  community 
development,   the  Committee  has  set  funding  levels  for  individual 
programs  as  equitably  as  possible  under  the  conditions  imposed 
on  it.     It  gave  first  consideration  to  the  programs  that  best 
served  the  needs  of  the  poor  and  elderly.     Next  in  priority 
came  the  fiscal  and  physical  development  needs  of  the  cities 
and  then  the  programs  that  served  important,  but  less  immediate 
needs.     The  result  was  an  emphasis  on  maintaining  as  high  a 
level  of  Community  Development  Block  Grant   (CDBG)   funding  as 
possible.     It  is  the  Committee's  opinion  that  CDBG  serves 
a  wide  range  of  local  needs  in  distressed  neighborhoods  and 
benefits  low  and  moderate  income  persons.  Programs, 
such  as  section  701  planning  assistance,   fell  at  the  other 
end  of  the  scale  and  were  accordingly  reduced  or  not  funded 
at  all. 

In  reluctantly  accepting  these  reduced  spending  levels, 
the  Committee  does  not  accept  the  Administration's  contention 
that  they  had  to  be  achieved  by  dismantling  the  basic  community 
development  assistance  structure  as  established  in  the  several 
existing  programs.     The  Administration's  proposal  called  for 
folding  in  EDA  grants,  UDAG,  section  312  rehabilitation  loans, 
section  701  planning  grants,   the  Solar  Bank,  Neighborhood  Self- 
Help  and  the  Department  of  Energy's  low-income  weather izat ion  pro- 
gram into  the  CDBG  Program.     The  Committee  is  adamant  in  its 
opposition  to  the  Administration's  attempt  to  restructure  the 
Community  Development  Block  Grant  Program.     In  the  opinion  of 
the  Committee,   this  was  a  highly  partisan  attempt  to  gut  the 
underlying  philosophy  of  federal  grant  assistance  by  shifting 
from  a  program  of  assistance  targeted  to  distressed  communities 
and  disadvantaged  citizens  to  a  general  revenue  sharing  approach. 
Ostensibly,  the  Administration's  community  development  re- 
structuring proposals  were  designed  to  provide  more  flexibility 
and  responsiveness  to  local  needs  and  at  the  same  time  reduce 
spending.     In  fact,  reductions  in  spending  did  not  necessitate 
such  restructuring.     Few,   if  any,  of  the  states  or  local 
governments  requested  such  program  restructuring  in  the 
testimony  received  by  the  Committee  during  hearings  and  in 
the  unusually  large  amount  of  written  correspondence  sent  to 
the  Committee  by  local  governments  and  citizens.     In  fact, 
the  testimony  and  correspondence  overwhelmingly  urged  the 
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continuation  of  the  existing  community  development  assistance 
structure.     Apart  from  broad  assertions,   the  Administration 
provided  the  Committee  no  conclusive  studies  or  analyses  in 
support  of  any  part  of  its  dismantling  proposal.     The  Committee 
notes  that  the  Administration's  proposal  was  presented  to 
the  Congress  on  April  24,   1981,   less  than  6  working  days  be- 
fore the  Subcommittee  markup  of  the  Housing  Authorization  bill 
was  scheduled.     Indeed,   prior  to  the  date  on  which  this  report  was 
required  by  the  Budget  reconciliation  process  less  than  two  months 
were  available  for  the  evaluation  and  consideration  of 
this  proposal.     Such  a  short  period  of  time   is  hardly  adequate 
in  view  of  the  complexity  of  the  program,   the  community  develop- 
ment problems  of  our  cities  and  the  potential   impact  on  their 
citizens.     The  Committee  could  not  ignore  that  it  took  25  years 
of  hard  experience  before  the  basic  community  development 
assistance  approach  was  hammered  out  in  a  bipartisan  effort 
in  title  I  of  the  Housing  and  Community  Development  Act  of 
1974.     During  the  six-year  period  of  actual  operation,  full 
reconsideration  of  the  programs  and  basic  approach  were  made 
by  the  Congress  in  1977  and  again  in  1980.     Important  refine- 
ments were  made  as  a  result  of  these  reconsiderations  and  the 
programs  were  reauthorized.     It  is  the  Committee's  intent  that 
they  should  remain  as  presently  structured. 

The  Committee  resoundingly  turned  back  an  attempt  to  shift 
the  administration  of  the  small  cities  component  of  the  CDBG 
Program  from  the  existing  approach  to  the  states.     This  pro- 
posal had  been  one  element  of  the  Administration's  overall  CDBG 
proposal  which  was  rejected.     As  with  the  overall  proposal,  the 
small  cities  proposal  was  touted  as  a  means  for  simplifying 
and  making  more  efficient  the  existing  Small  Cities  Program. 
In  fact,   the  proposal  created  another  level  of  bureaucracy 
adding  to  the  cost  of  the  program,  and  removed  so  many  of  the 
critical  components  of  the  program  and  so  simplified  the  program 
that  it  amounted  to  no  less  than  a  slush  fund  for  the  States. 
The  small  cities  proposal  was  no  less  an  attempt  to  gut 
the  targeted  community  development  assistance  philosophy 
underlying  the  existing  program  in  favor  of  general 
revenue  sharing.     The  Committee  learned  directly  from  HUD 
Secretary  Pierce  that  only  a  few  states  were  capable  of 
administering  the  Small  Cities  Program.     In  an  unprecedented 
avalanche  of  mail  on  this  specific  issue,   communities  of  all 
sizes  and  from  every  corner  of  the  nation  implored  the 
Committee  not  to  transfer  this  program  to  the  states.  They 
did  this  even  as  they  knew  of  the  very  seductive  elements 
contained   in  the  proposal   that  would  have  relaxed  the  Housing 
Assistance  Plan  requirement,  eliminated  the  three-year  com- 
prehensive plan  requirement,  eliminated  the  public  hearing 
requirement  and  watered  down  the  citizen  participation  require- 
ments and  the  requirement  that  applicant  communities  assess 
their  community  development  and  related  needs.     In  the  opinion 
of  these  communities  and  the  Committee,  these  requirements  are 
not  onerous  and  are  warranted  if  responsibility  and  account- 
ability are  to  be  adhered  to  in  providing  local  grant-in-aid — 
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especially  at  a  time  when  funds  are  scarce.     The  Committee, 
therefore,  has  acted  to  maintain  the  existing  approach  for 
administering  the  Small  Cities  CDBG  Program  through  the 
Department  of  Housing  and  Urban  Development  and  urges  the  full 
resumption  of  the  program  immediately. 

The  Committee  recognizes  the  high  potential  of  energy 
conservation  efforts  funded  under  the  UDAG  and  CDBG  Programs. 
Among  the  most  promising  of  these  are  municipal  facilities 
that  burn  garbage  to  produce  energy.     At  the  same  time,  however, 
the  Committee  recognizes  that  there  are  valuable,  recyclable 
materials  in  the  municipal  waste  steam  that  should  not  be  lost. 
It  is  our  understanding,   therefore,   that  municipal  waste  energy 
facilities  funded  under  these  programs,   to  the  maximum  extent 
practicable,  will  not  burn  recyclable  wastepaper,  metals  and 
glass  when  markets  for  such  materials  are  available. 


Authorization  Adjustments 

The  authorization  figures  contained  in  this  chapter  were 
readjusted  downward  in  order  to  meet  the  directives  of  the 
reconciliation  portion  of  the  budget  resolution,  H.   Con.  Res.  115. 

The  Committee  bill  provides  $3,640,000,000  for  the  Com- 
munity Development  Block  Grant  Program  for  fiscal  year  1982  and 
$3,979,200,000  for  fiscal  year  1983.     These  amounts  are  re- 
ductions from  the  previously  authorized  levels  of  $3,960,000,000 
for  1982  and  $4,110,000,000  for  1983,  and  are  below  the  1981  fund- 
ing level  of  $3,810,000,000.     The  Urban  Development  Action  Grant 
Program  has  also  been  reduced.     The  1981,   1982,  and  1983 
authorization  levels  were  $675,000,000,  while  the  reduced  figure 
for  each  of  fiscal  years  1982  and  1983  will  be  $425,000,000. 

A  $250  million  limitation  is  placed  on  the  total  amount 
of  community  development  loan  guarantees  for  fiscal  year  1982. 
Gross  loan  commitments  under  the  section  312  Loan  Program 
are  reduced  from  the  previously  authorized  level  of  $210,000,000 
to  $85,173,000  for  1982.     Although  no  new  funds  were  authorized, 
this  amount  will  be  available  as  a  result  of  loan  repayments 
during  1982,  an  unreserved  fund  balance  available  at  the  beginning 
of  1982,  and  the  deobligation  of  prior  year  commitments  during 
1982.     The  previously  authorized  sum  of  $40  million  for  701  plan- 
ning grants  is  reluctantly  stricken  from  the  bill  and  an  amend- 
ment was  accepted  that  would  allow  the  activities  under  701  to  be 
included  as  an  eligible  activity  under  the  CDBG  Program.  The 
Neighborhood  Reinvestment  Corporation  is  funded  at  $13,514,000 
for  fiscal  year  1982,  while  the  Neighborhood  Self-Help  Develop- 
ment Program  is  funded  at  $6,622,000  for  fiscal  year  1982. 
The  Committee  bill  authorized  no  new  budget  authority  for 
the  urban  homesteading  program  for  fiscal  year  1982.  The 
Committee  bill  provides  $265  million  in  set-aside  from  the  basic 
CDBG  authority  for  grants  to  nonent i tlement  metropolitan  com- 
munities for  fiscal  year  1982.     The  Secretary's  discretionary 
fund  has  an  authorization  level  in  this  bill  of  $60,000,000  for 
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each  of  the  fiscal  years  1982  and  1983.     This  is  a  reduction 
from  previously  authorized  levels  of  $104  and  $107  million  in 
1982  and  1983,  respectively. 

The  Committee  expects  the  Secretary  to  accommodate  this 
reduction  in  the  Secretary's  discretionary  fund  without 
adversely  affecting   Indian  tribes,   CDBG  inequities,  disaster 
assistance  and  areawide  projects.     In  particular,   the  Committee 
directs  the  Secretary  not  to  utilize  any  of  the  funds  for  new 
communities  activities  now  or  in  the  future.     The  Committee 
issues  this  directive  because  it  has  learned  that  these 
funds  would  be  used  for  activities  not  directed  primarily  to 
low  and  moderate  income  families. 


Program  Amendments 

Current  law,  which  provides  that  any  city  which  has  been 
classified  as  a  metropolitan  city  shall  retain  that  classifi- 
cation until  the  population  is  less  than  50,000  as  indicated 
through  the  decennial  census,   is  amended  to  extend  this  classi- 
fication to  September  30,   1983.     In  addition,  any  county  pres- 
ently classified  as  an  urban  county  should  be  considered  to 
meet  the  population  requirements  for  community  development 
block  grant  assistance  until  a  decennial  census  indicate  a 
lower  population  than  is  required  under  existing  law  or 
September  30,   1983,  whichever  is  later. 

The  Administration's  proposed  modifications  of  the  com- 
munity development  programs  included  a  provision  to  incorporate 
as  an  eligible  activity  the  Community  Development  Corporation 
programs  and  authorities  now  provided  for  in  title  VII  of  the 
Economic  Opportunity  Act  (EOA)    (42  USC  2981)  which  the  Adminis- 
tration proposed  be  eliminated. 

If  title  VII  of  the  EOA  is  not  reauthorized  and  funded  in 
final  Congressional  action,  the  Committee  expects  that  to  the 
extent  feasible  and  authorized,  the  Secretary  will  be  receptive 
to  the  inclusion  in  applications  from  eligible  communities  of 
funding  for  continued  activities  by  CDC's  formerly  funded  under 
title  VII  of  EOA. 
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CHAPTER  2  -  ASSISTED  HOUSING 


Housing  Assistance  Programs 

Given  the  magnitude  of  the  $13.1  billion  reduction  in 
budget  authority  imposed  on  the  Banking  Committee  by  the 
Gramm-Latta  Budget  Resolution,   it  was  necessary  to  make 
signficant  cuts  in  the  housing  and  community  development 
programs,  particularly  the  assisted  housing  programs.  Within 
the  severe  constraints  of  the  Budget  Resolution,  the  Committee 
has  attempted  to  structure  the  assisted  housing  authorizations 
in  a  manner  which  seeks  to  provide  sufficient  funds  to  preserve 
existing  housing  resources,  but  which  also  recognizes  the  need  in 
many  communities  with  low  rental  vacancy  rates  for  new  housing 
units. 

The  Committee  bill  authorizes  the  HUD  Secretary  (subject  to 
approval  in  Appropriations  Acts)   to  enter  into  annual  contributions 
contracts  aggregating  not  more  than  $1,019,922,000  in  fiscal  year 
1982  for  the  assisted  housing  programs.     The  total  amount  which 
may  be  obligated  pursuant  to  such  authority  is  limited  to 
$20,537,100,000.     Based  on  Congressional  Budget  Office  estimates, 
this  amount  would  be  sufficient  to  assist  approximately 
176,000  units  of  section  8  and  public  housing.     When  conversions 
from  one  federally  assisted  program  to  another  are  excluded, 
the  Committee  anticipates  a  mix  of  newly  assisted  units  of  45 
percent  new  construction  or  substantial  rehabilitation  and  55 
percent  existing  housing.     The  number  of  units  which  would 
be  assisted  is  considerably  below  the  250,000  units  requested 
by  the  Carter  Administration  for  1982,  and  also  below  the 
level  of  210,000  units  expected  to  be  reserved  in  1981. 

The  Committee  has  provided  that  of  the  balance  of  the  assisted 
housing  contract  authority  provided  in  Appropriations  Acts  for 
fiscal  year  1982  which  remains  after  deducting  the  amounts  for 
assistance  under  the  Comprehensive  Improvement  Assistance  Program 
(public  housing  modernization),  amendments  to  prior  year 
contracts,  and  conversions  of  section  23  and  rent  supplement/RAP 
units  to  section  8,   the  Secretary  may  not  enter  into  contracts 
aggregating  more  than  47.9  percent  of  the  balance  of  such 
authority  for  the  section  8  existing  housing  program.     Based  on 
the  Administration's  assumptions  as  to  amounts  required  for 
amendments  to  prior  year  contracts  and  conversions,  approximately 
$329  million  in  contract  authority  will  be  available  under  the 
section  8  existing  housing  program.     According  to  Congressional 
Budget  Office  estimates,  this  will  be  sufficient  to  assist 
83,000  existing  housing  units,  of  which  approximately  29,000 
would  be  made  available  in  connection  with  moderately  rehabilitated 
properties. 

In  addition,  the  Secretary  may  not  enter  into  contracts 
aggregating  more  than  52.1  percent  of  such  balance  for  the  section  8 
new  construction/substantial  rehabilitation  program.     This  would 
limit  the  section  8  new  construction/substantial  rehabilitation 
program  to  $253.9  million,  sufficient  to  finance  approximately 
38,900  units.     The  Committee  wishes  to  make  clear  that  HUD  should 
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make  sufficient  resources  available  to  fully  fund  the  section  8 
requirements  of  the  section  202  program,  and  to  fund  20,000  units 
through  state  housing  finance  agencies.     The  Committee  recommends 
that  the  10,000  unit  set-aside  for  FmHA  that  has  been  provided 
in  previous  years  should  not  be  provided  for  fiscal  year  1982.  The 
Committee  is  also  concerned  that  the  high  level  of  interest  rates  in 
the  tax-exempt  bond  market  have  precluded  a  number  of  section  8 
projects  from  proceeding  to  construction  start  in  1981.     If  tax-exempt 
interest  rates  persist  at  their  current  high  levels,  and  the  Secretary 
determines  that  an  adjustment  to  the  current  financing  method  is 
necessary  to  make  these  projects  feasible,   the  Secretary  should  submit 
to  the  Congress  a  proposal  for  making  such  an  adjustment. 

The  Committee  bill  provides  that  not  more  than  $157,392 
million  will  be  available  for  public  housing  and  Indian  housing 
units.     This  would  be  sufficient  to  produce  25,000  conventional 
public  housing  units,  and  4,000  Indian  housing  units  for  1982. 
The  Committee  does  not  accept  the  Administration's  contentions  that 
the  number  of  units  in  the  Indian  housing  construction  pipeline  is 
sufficient  to  meet  the  housing  needs  of  American  Indians  and  Alaskan 
natives,   and  that  the  Indian  housing  program  should  be  reduced 
because  of  the  cost  of  this  program.     The  relatively  high  costs  of 
the  much  needed  Indian  housing  program  is  due  to  the  unique 
locational  and  climatic  factors  associated  with  building  in  remote 
areas.     The  Committee  also  rejects  the  notion  that  because  necessary 
water,  sewer,  or  road  funds  have  been  reduced  that  additional 
reservat ional  authority  for  Indian  housing  units  is  not  required. 
It  is  precisely  because  of  the  proposed  reduction  by  the  Administration 
in  the  Indian  housing  program  levels  that  reductions  in  these 
other  physical  development  funds  have  been  justified.     If  sufficient 
funds  are  provided  by  this  Committee  for  Indian  housing  construction, 
the  Committee  believes  that  the  necessary  water,  sewer  and  road  funds 
to  support  the  housing  construction  will  be  provided  as  in  the  past. 


Public  Housing  Modernization 

The  Committee  has  provided  that  at  least  $100  million 
shall  be  made  available  for  public  housing  modernization 
under  the  Comprehensive  Improvement  Assistance  Program  (CIAP). 
This  amount  would  be  sufficient  to  finance  approximately  $1,091 
billion  in  improvements  to  the  physical  condition,  energy 
conservation,  and  management  of  existing  public  housing 
projects.     The  Committee  is  extremely  concerned  over  the 
slow  implementation  of  the  CIAP,  a  program  which  is  critical 
to  preserving  the  nation's  inventory  of  over  1.1  million 
public  housing  units,  many  of  which  are  in  a  serious  state 
of  disrepair.     The  Committee  is  also  concerned  about  recent 
actions  by  the  Appropriations  Committee  to  weaken  the 
impact  of  the  CIAP  by  deferring  until  1982  $15  million  of 
the  contract  authority  that  was  previously  appropriated  for 
fiscal  year  1981.     In  the  view  of  the  Committee  this  action, 
taken  at  the  request  of  the  Administration,  represents  a 
false  economy,  since  the  improvements  made  under  CIAP  will 
have  a  significant  impact  in  reducing  public  housing  operating 
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costs,  particularly  energy  costs.     The  Committee  views  the 
level  of  modernization  funding  it  has  provided  for  1982  as  a 
minimum;   if  additional  funds  could  be  effectively  used  under 
the  CIAP,   it  is  the  Committee's  intent  that  the  Secretary 
commit  these  additional  funds.     In  this  regard,   the  Committee 
has  provided  that  the  Secretary  may  approve  the  use  by  a  public 
housing  authority  of  all  or  a  portion  of  its  public  housing 
development  funds  for  use  under  the  CIAP  program;  however, 
the  Committee  directs  the  Secretary  not  to  reduce  a  PHA's 
assistance  under  the  CIAP  if  the  PHA  chooses  to  supplement 
its  modernization  resources  in  this  manner. 

The  Committee  is  concerned  that  the  present  system  used 
by  the  Department  to  allocate  CIAP  funds  has  precluded  a 
number  of  large  PHAs  from  developing  a  comprehensive  program 
for  the  modernization  of  their  projects.     In  creating  the 
CIAP,  the  Congress  specifically  exempted  the  program  from 
the  section  213  allocation  process  in  order  to  provide  the 
Secretary  with  the  necessary  flexibility  to  allocate  these 
funds  in  accordance  with  the  intent  of  the  legislation. 
Since  the  Committee  is  aware  that  the  level  of  CIAP  funding 
may  not  be  sufficient  to  fully  fund  the  needs  of  PHAs  in  any 
one  year,  the  Committee  expects  that  HUD  will  approve  plans 
which  provide  for  the  implementation  of  a  series  of  physical 
and  management  improvements  over  a  several  year  period;  if 
such  a  modernization  plan  cannot  be  fully  funded  in  its 
first  year,  HUD  should  take  these  needs  into  account  in 
allocating  additional  CIAP  funds  in  subsequent  years. 

The  Committee  bill  also  amends  the  CIAP  to  provide  that 
the  Secretary,   in  making  assistance  to  PHAs  for  emergency  or 
special  purpose  needs  under  section  14(i)(l),  shall  make  such 
assistance  available  especially  for  those  needs  which  relate 
to  fire  safety  standards.     It  is  the  intent  of  the  Committee 
that  the  property  standards  developed  by  HUD  for  PHAs  to  use 
in  conjunction  with  the  CIAP  shall  emphasize  fire  safety 
standards,  and  that  HUD  take  steps  to  assure  that  comprehensive 
modernization  plans  approved  under  CIAP  address  the  fire 
safety  needs  of  public  housing  projects.     Particularly  in 
older,  high-rise  projects  which  are  primarily  occupied  by 
elderly  residents,   failure  to  assure  that  modernization  funds 
address  fire  safety  needs  would  be  a  failure  to  meet  the 
national  housing  goal  of  providing  decent,  safe,  and  sanitary 
housing  for  low-income  persons.     In  this  regard,  the  Committee 
bill  directs  the  Secretary  to  report  to  the  Congress  within  6 
months  from  enactment  the  extent  to  which  low-rent  public 
housing  projects  meet  applicable  fire  safety  standards. 
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Public  Housing  Operating  Subsidies 


The  Banking  Committee  authorized  $1,640,700,000  in 
operating  subsidies  to  assist  in  financing  operating  and 
maintenance  services  and  to  sustain  operating  reserves  for 
buildings  owned  by  public  housing  authorities.     Many  public 
housing  authorities  are  being  faced  with  rapidly  escalating 
fuel  costs,  problems  created  by  deferred  maintenance  and 
dangerously  reduced  operating  reserves.     Some  authorities  are 
on  the  verge  of  bankruptcy.     Assuring  that  adequate  operating 
subsidies  are  available  is  critical  if  the  public  housing 
units  that  are  presently  occupied  by  low-income  families  are 
to  remain  available  to  and  affordable  by  those  families. 

The  Committee  approved  an  increase  in  the  amount  of 
operating  subsidies  above  the  Administration's  request  of 
$1,204  billion  after  an  analysis  of  the  estimates  and 
assumptions  underlying  the  Administration's  recommendations 
revealed  that  inadequate  funds  were  requested  to  meet  the 
operating  needs  of  public  housing  authorities.  Providing 
less  funds  than  those  authorized  by  the  Committee  could 
seriously  endanger  the  already  precarious  financial  security 
of  many  public  housing  authorities. 

Close  to  40  percent  of  the  operating  subsidy  funds  are 
used  to  cover  utility  costs.     While  the  Administration's 
budget  assumed  utility  cost  increases  of  only  11.4  and  12 
percent  for  fiscal  years  1980  and  1981,  respectively,  more 
recent  analyses  reveal  utility  costs  increased  between  23  and 
25  percent  for  1980  and  1981.     In  addition,  between  1978  and 
1981,  the  inflation  in  public  housing  authority  general 
operating  costs  was  underestimated,  resulting  in  a  funding 
shortfall  for  those  years.     Because  of  the  shortfall  during 
that  four-year  period,  many  public  housing  authorities  either 
cancelled  general  maintenance  projects,  eliminated  needed 
services  or  dangerously  reduced  their  reserves.  Approximately 
$260  million  is  needed  to  make  those  public  housing  authorities 
whole,  $178  million  more  than  was  included  in  the  Administration's 
1982  request. 

At  the  present,  the  level  of  operating  subsidies  to  be 
provided  each  public  housing  authority  is  based  on  the 
application  of  a  Performance  Funding  System  formula.     It  is 
well  recognized  that  this  formula  is  not  a  perfectly  equitable 
system.     The  Department  has  been  analyzing  the  PFS  formula 
and  is  in  the  process  of  determining  adjustments  that  would 
be  necessary  in  order  to  distribute  the  operating  funds  more 
fairly.     However,  at  present,   the  larger  public  housing 
authorities  are  being  penalized  by  the  PFS  formula.  The 
amount  of  operating  subsidies  requested  by  the  Administration 
did  not  include  the  amount  necessary  to  rectify  inequities 
caused  by  the  present  PFS  formula.     The  amount  proposed  by 
the  Committee  assumes  that  $100  million  would  be  required  for 
necessary  adjustments  where  the  PFS  formula  allocations  do 
not  adequately  estimate  needs. 
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Finally,  the  Administration's  proposal  assumed  a  $60 
million  reduction  in  operating  subsidy  needs  as  a  result  of 
increasing  the  tenant  contribution  to  rent  from  25  percent 
to  26  percent  of  income  and  of  changing  existing  deductions 
from  gross  income.     The  Committee  rejected  amendments  which 
would  have  authorized  these  changes  in  tenant  contributions 
to  rent.     In  some  cases  these  changes  would  result  in  30  to 
40  percent  increases  in  rental  payments  in  a  single  year. 
The  Committee  believes  strongly  that  poor  families  who  live  in 
public  housing  cannot  afford  the  increases  in  rent  that  such 
changes  would  cause.     The  level  of  operating  subsidies 
authorized  by  the  Banking  Committee  also  took  into  account 
the  rejection  of  the  Administration's  assumption. 


Public  Housing  Anti-Crime 

Last  year  the  Committee  authorized  that  up  to  $10  million  in 
assisted  housing  contract  authority  made  available  in  fiscal  year 
1981  may  be  utilized  to  continue  efforts  under  the  public  housing 
anti-crime  program  and  to  implement  the  Department's  findings 
regarding  successful  anti-crime  strategies. 

The  Committee  would  like  to  emphasize  that  this  program 
was  set  up  to  confront  one  of  the  most  severe  problems  facing 
the  public  housing  program — the  high  incidence  of  crime  and 
the  fear  of  crime  of  those  who  reside  in  public  housing 
projects.     Crime  rates  in  many  public  housing  projects  are 
often  far  higher  than  in  the  very  cities  where  the  projects 
are  located;  recent  studies  show  that  one  out  of  five  elderly 
persons  who  reside  in  public  housing  can  anticipate  being 
mugged  or  robbed.     Because  curbing  crime  is  a  number  one 
priority  of  the  American  people,  the  Committee  directs  the 
Secretary  to  recognize  this  potential  threat  to  every  citizen  of 
our  nation  and,  without  further  delay,  to  seek  to  utilize  these 
funds  in  conjunction  with  the  anti-crime  program. 
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Troubled  Projects  Program 

The  Committee  bill  provides  an  authorization  for  appropria- 
tion of  not  to  exceed  $4  million  for  fiscal  year  1982  for 
the  troubled  multifamily  projects  program,  and  extends  through 
fiscal  year  1982  the  authority  to  transfer  funds   (subject  to 
appropriation)   from  the  section  236  rental  housing  assistance 
fund.     This  authorization,  together  with  $34  million  that  is 
expected  to  be  transferred  from  the  section  236  rental  housing 
assistance  fund,  will  permit  a  program  level  of  $38  million 
for  fiscal  year  1982.     The  Committee  is  concerned  over  the 
increasing  use  of  troubled  project  monies  to  provide  rent 
increases  for  rent  supplement  projects.     For  fiscal  year 
1982,  the  Administratin  had  proposed  to  use  over  55  percent 
of  the  troubled  project  funds  for  this  purpose.     The  Committee 
believes  that  such  an  action  (which  is  projected  by  HUD  to 
be  necessary  to  continue  until  1993)   subverts  the  Congressional 
intent  in  creating  the  troubled  projects  program,  and  represents 
an  inefficient  and  ultimately  extremely  costly  method  of 
dealing  with  the  need  to  provide  rent  increases  to  rent 
supplement-assisted  projects.     In  this  regard,   the  Committee 
bill  prohibits  the  use  of  troubled  project  funds  in  fiscal 
year  1982  to  remedy  operating  deficits  which  occur  in  rent 
supplement  projects  as  a  result  of  the  Secretary's  failure 
to  amend  existing  rent  supplement  contracts  to  provide  for 
necessary  rent  increases,   and  the  authorization  requested  by 
the  Administration  has  been  reduced  to  reflect  this  restriction. 
The  Committee  directs  the  Secretary  to  issue  regulations  as 
rapidly  as  possible  to  implement  the  provision  in  last  year's 
bill  which  requires  the  Secretary,  not  later  than  four  years 
after  the  date  of  enactment,   to  offer  to  amend  existing 
rent  supplement  contracts,   using   5(c)  monies,   to  provide  for 
necessary  rent  increases,   and  to  report  to  the  Congress  by 
October  1,   1981,   as  to  the  progress  achieved  in  promulgating 
such  regulations. 


Public  Housing  Loan  Sales 

The  Committee  bill  authorizes  for  appropriation  not  to 
exceed  $400  million  in  order  to  provide  permanent  financing 
of  public  housing  loans  through  the  sale  of  long-term  taxable 
instruments  to  the  Federal  Financing  Bank.     This  amount 
would  be  sufficient  to  finance  the  sale  of  approximately 
$491  million  of  such  instruments.     Taking   into  account  the 
Committee's  1982  authorization  levels  for  public  housing, 
Indian  housing,  and  public  housing  modernization,  these 
sales  would  permit  outstanding  public  housing  loan  approvals 
to  remain  below  the  current  $20  billion  limitation  which  has 
been  established  by  the  Secretary. 
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Single  Room  Occupancy  Housing 

The  bill  provides  that  section  8  moderate  rehabilitation 
assistance  may  be  provided  for  single  room  occupancy  dwelling 
units  which  do  not  contain  bathroom  or  kitchen  facilities  if 
the  property  is  located  in  an  area  where  there  is  a  significant 
demand  for  such  units  (as  determined  by  the  Secretary)  and 
the  unit  of  general  local  government  in  which  the  property 
is  located  and  the  local  public  housing  agency  approved  of 
the  use  of  single  room  occupancy  units.     The  amendment  would 
also  provide  that  the  percentage  limitation  and  priority  affecting 
lower  income  single  individuals  who  could  receive  assistance 
under  this  Act  (as  specified  in  section  3(2)  of  the  United  States 
Housing  Act  of  1937)  would  not  apply  to  assistance  made 
available  with  respect  to  single  room  occupancy  units. 


Tenant  Participation 

The  bill  also  amends  section  202(b)(1)  of  the  Housing 
and  Community  Development  Amendments  of  1978  (which  provides 
that  where  the  HUD  Secretary's  written  approval  is  required 
with  respect  to  a  multifamily  housing  project  owner's  action, 
tenants  in  multifamily  housing  projects  shall  have  the 
opportunity  to  have  notice  of  adequate  information  about  and 
an  opportunity  to  coment  on  an  owner's  action)   to  limit  that 
opportunity  to  situations  where  the  owner  requests  a  rent 
increase,  the  conversion  of  residential  units  to  any  other  use 
(including  commercial  use  or  use  as  a  unit  in  a  condominium  or 
cooperative  project),  a  partial  release  of  security,  or 
major  physical  alterations. 


Section  235 

The  bill  deletes  the  provision  in  existing  law  that  would 
require  the  recapture  of  the  subsidy  made  available  to  a 
purchaser  of  a  home  under  the  section  235  subsidized  loan 
program  if  the  purchaser  ceases  to  make  mortgage  payments 
for  90  continuous  days  or  more.     In  practice  section  235  payments 
are  not  terminated  unless  foreclosure  procedures  have  been 
initiated.     Since  a  substantial  number  of  delinquent  mortgages 
are  reinstated  prior  to  foreclosure,  the  amendment  was  included 
to  avoid  placing  the  Department  in  the  anomalous  position  of 
making  235  assistance  payments  while  simultaneously  requiring 
repayment  of  assistance  payments  made  prior  to  what  could  be 
a  temporary  period  of  default. 
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Eligibility  for  Assisted  Housing 

The  Committee  expanded  the  eligibility  for  the  section  8  program 
to  cover  low-income   individuals  who  own  their  manufactured  home  and 
rent  space  for  that  home  in  a  newly  constructed  or  substantially 
rehabilitated  manufactured  home  park. 

While  renters  of  manufactured  homes  located  in  mobile  home  parks 
have  been  eligible  for  assistance  under  the  section  8  program  for 
several  years  and  manufactured  home  owners  who  rent  spaces  in 
existing  manufactured  home  parks  have  been  eligible  for  rental 
assistance  since  1978,  ambiguity  in  the  statute  has  prevented 
developers  of  new  mobile  home  parks  from  reserving  section  8 
assistance  for  low-income  manufactured  home  owners  who  rent  spaces 
in  such  parks.     The  amendment  assures  that  the  newly  constructed  or 
substantially  rehabilitated  mobile  home  parks  included  in  the  program 
will  be  modest  in  design  by  limiting  the  plricipal  amount  of  the 
mortgage  attributable  to  the  rental  spaces  within  the  park  to  the 
maximum  specified  under  section  207(c)(3)  of  the  National  Housing 
Act,  the  section  which  authorizes  an  FHA  insurance  program  for 
manufactured  home  plarks.     In  another  section  of  this  bill  the 
maximum  mortgage  limit  for  the  FHA  insurance  program  is  raised  from 
$8,000  to  $9,000  per  manufactured  home  space;  with  an  additional 
90  percent  increase  permissible  in  high  cost  areas  it  is  intended  that 
even  if  the  regulations  governing  the  FHA  insurance  proram  do  not 
raise  the  insurable  amount  to  the  maximum  permitted  in  section  207 
(c)(3)   the  regulations  governing  the  section  8  program  could  permit 
the  high  cost  area  adjustment.     Any  contract  for  section  8  assistance 
provided  in  connection  with  a  substantially  rehabilitated  or  newly 
constructed  manufactured  home  park  would  last  between  20  and  30  years, 
the  same  term  that  applies  to  other  types  of  newly  constructed  or 
substantially  rehabilitated  housing  that  qualifies  for  the  section  8 
program . 

Last  year  Congress  provided  that  financial  assistance  made 
available  through  the  public  housing,  section  8,  rent  supplement  or 
to  236  rental  programs  or  through  the  235  homeownership  program  could 
not  be  provided  for  aliens  who  were  non- immigrant  students.  This 
year  the  Committee  extended  that  exclusion  to  illegal  aliens  and  to 
those  aliens  who  are  not  permanently  and  legally  residing  in  the 
United  States. 


Study  on  Homeownership  Opportunities 

The  bill  also  directs  the  HUD  Secretary  to  study  the  extent  to 
which  assistance  has  been  made  available  under  section  8(c)(8)  of  the 
United  States  Housing  Act  of  1937  to  assist  lower  income  families  to 
become  homeowners,  and  to  report  to  Congress  by  January  1,  1982,  on  a 
legislative  proposal  to  establish  a  demonstration  project  to  use 
section  8  assistance  to  increase  homeownership  opportunities  for  lower 
income  famiies.     The  proposal  would  include,  but  not  be  limited  to, 
targeting  the  demonstration  project  to  preserve  existing  housing  to  the 
maximum  extent  practicable  and  recovering  assistance  when  the  property 
is  resold. 
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CHAPTER  3  -  PROGRAM  AUTHORIZATIONS, 
EXTENSIONS,   AND  AMENDMENTS 


Authorization  Adjustments 

The  authorization  figures  contained  in  this  chapter  were 
readjusted  downward  in  order  to  meet  the  directives  of  the 
reconciliation  portion  of  the  budget  resolution,  H.  Res.  115. 


Elderly  Housing,  FHA  Insurance  and  Research 

The  Committee  bill  provides  an  increase  in  the  Treasury 
borrowing  limit  for  the  section  202  housing  for  the  elderly 
or  handicapped  program  of  $773,848  million  for  fiscal  year  1982. 
In  addition,   it  limits  gross  loans  under  the  202  program  to  not 
not  more  than  $850,848  million  for  fiscal  year  1982.     This  is 
consistent  with  the  amount  requested  by  the  Administration  and 
will  be  sufficient  to  finance  approximately  17,200  units. 

The  research  authorization  is  reduced  in  the  Committee 
bill  from  $35  million  requested  by  the  Administration  to 
$25  million.     $127,248,000  is  authorized  to  restore  losses 
sustained  by  the  FHA  General  Insurance  Fund.     The  Committee 
bill  also  provides  the  Secretary  of  HUD  with  authority  to  enter 
into  commitments  to  insure  loans  and  mortgages  under  the  vari- 
ous FHA  insurance  programs  with  an  aggregate  principal  amount 
not  to  exceed  $41  billion. 


GNMA;  Special  Assistance  Functions  and  Mortgage-Backed  Securities 

The  Committee  bill  increases  GNMA' s  mortgage  purchase 
/  authority  under  the  Special  Assistance  Functions  by  $1.1  billion 
for  fiscal  year  1982.     This  increase  would  be  sufficient  to  per- 
mit GNMA  to  enter  into  commitments  to  purchase  mortgages  with  an 
aggregate  principal  amount  of  not  to  exceed  $1,973  billion,  as 
provided  for  in  this  bill.     In  establishing  this  level  of  activ- 
ity for  fiscal  year  1982,  the  Committee  has  rejected  the  Adminis- 
tration's proposal  to  fund  the  Tandem  Programs  in  1982  at  a  level 
necessary  to  buy-out  those  projects  currently  in  the  FHA  processing 
pipeline,  and  to  terminate  the  Tandem  Programs  beginning  in  1983. 
In  addition,  the  Committee  bill  also  requires  GNMA  in  1982  to  sell 
$2  billion  in  mortgages  purchased  under  section  305  of  the  FNMA 
Charter  Act.     This  amount  is  consistent  with  the  level  of  mort- 
gage sales  assumed  in  the  Administration's  Budget.     In  addition, 
the  Committee  bill  limits  at  $69,542  billion  in  fiscal  year 
1982  the  authority  of  GNMA  to  enter  into  commitments  to  issue 
guarantees  under  the  Mortgage-Backed  Securities  Program. 
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The  Committee  bill  also  includes  a  provision  which  is 
designed  to  treat  equitably  those  developers  who  have  expended 
substantial  time  and  resources  in  complying  with  the  FHA  re- 
quirements for  insured  projects  in  anticipation  of  the  avail- 
ability of  tandem  financing.     Early  this  year,  the  Administration 
announced  its  intention  to  terminate  the  GNMA  Tandem  Program 
after  fiscal  year  1982  and  to  provide  sufficient  funds  in  that 
year  to  support  those  insured  projects  that  were  already  in  the 
tandem  "pipeline".     On  February  13,   1981,  the  FHA  Commissioner, 
without  prior  notification,   issued  a  notice  that  only  those 
multifamily  projects  that  were  in  a  stage  of  conditional  commitment 
application  in  process  or  beyond  prior  to  February  13,  1981, 
could  continue  to  be  processed  on  the  assumption  that  GNMA 
tandem  financing  would  be  available.     The  effect  of  this  notice 
was  to  limit  the  GNMA  "pipeline"  to  those  projects. 
However,  HUD,  as  a  general  policy,  encourages  developers  of 
insured  section  8  projects  to  by-pass  FHA  review  at  the 
conditional  commitment  stage  and  to  proceed  directly  to 
firm  commitment.     The  impact  of  the  February  13th  notice  was 
that  many  projects  which  were  actually  further  along  in  processing 
and  development  than  those  projects  which  had  been  given  a  con- 
ditional commitment  were  brought  to  a  halt  and  were  precluded 
from  participating  in  the  tandem  financing  program.     The  purpose 
of  this  provision  is  to  remedy  an  inadvertently  inequitable 
situation  and  to  give  adequate  prior  notice  to  all  project 
developers  regarding  the  processing  stage  that  has  to  be  reached 
by  a  certain  date  in  order  for  the  project  to  be  eligible  for 
tandem  financing. 

The  amendment  directs  GNMA,   in  entering  into  commitments 
to  purchase  below-market  tandem  plan  mortgages  between  June  15, 
1981,  and  the  end  of  fiscal  year  1982,  to  enter  into  such  com- 
mitments only  with  respect  to  multifamily  housing  projects  for 
which  firm  commitments  for  FHA  insurance  have  been  made  prior 
to  90  days  after  the  date  of  enactment  of  this  Act.     It  is 
assumed  FHA  will  continue  to  process  projects  according  to  its 
usual  procedures  until  the  90-day  period  has  expired.     GNMA  is 
to  make  purchase  commitments  in  the  order  in  which  the  projects 
received  firm  FHA  commitments.     From  June  15,   1981,  through 
October  1,   1982,   FHA,   in  processing  FHA  firm  commitments  for 
such  mortgages  or  GNMA  in  making  commitments  to  purchase  such 
mortgages  under  the  Tandem  Program,  shall  not  make  any  distinction 
based  on  the  receipt  of  a  conditional  commitment  for  such 
insurance,  between  applicants  who  have  received  a  conditional 
commitment  and  those  that  have  been  notified  by  FHA  that  a 
conditional  commitment  is  not  a  prerequisite  to  obtaining  a 
firm  commitment  for  FHA  insurance. 

The  amendment  does  not  guarantee  that  tandem  financing 
will  be  available  for  all  projects  that  have  obtained  a  firm 
commitment  from  FHA  prior  to  90  days  after  the  date  of  enactment 
of  this  Act.     However,  by  establishing  this  eligibility  criteria 
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and  by  requiring  that  FHA  not  discriminate  between  projects 
that  have  received  a  conditional  commitment  and  those  that 
received  notice  from  the  Secretary  that  receipt  of  a  conditional 
commitment  is  not  a  pre-requisite  to  obtaining  a  firm  commitment 
for  FHA  insurance,  developers  have  been  given  an  equitable 
opportunity  to  qualify  for  tandem  financing. 

Given  the  amount  of  funds  authorized  for  the  GNMA  Tandem 
Program,  the  procedure  specified  by  the  Committee  will  give 
developers  in  various  stages  of  the  FHA  insuring  process  ample 
time  and  notice  to  make  rational  business  judgments  whether  it 
would  be  worthwhile  continuing  to  develop  projects  that  need 
tandem  financing.     It  should  also  assure  that  those  developers 
who  followed  the  advice  of  HUD  area  offices  and  by-passed  the 
conditional  commitment  stage  will  not  be  prejudiced  because 
they  followed  that  advice. 


Energy  Conservation  Assistance 

The  Committee  provided  a  fiscal  year  1982  authorization 
of  $193,436,000  for  the  Department  of  Energy  Low-Income 
Weatherization  Grant  Program  and  $132  million  for  each  of 
fiscal  years  1982,   1983  and  1984  for  the  Solar  Energy  and  Energy 
Conservation  Bank.     In  reauthorizing  these  programs,  the  Com- 
mittee explicitly  rejected  the  Administration's  proposal  to 
terminate  these  specific  energy  conservation  programs  and  to 
encourage  communities  to  use  the  Community  Development  Block 
Grant  Program  for  these  purposes  instead.     While  energy  con- 
servation activities  are  clearly  eligible  activities  under  the 
CDBG  Program,  the  Committee  is  concerned  that,  given  the  com- 
munity and  economic  development  needs  that  already  depend 
heavily  on  the  CDBG  Program,   "folding"  the  Weatherization  and 
Solar  Bank  Programs  into  the  CDBG  Program  without  providing 
additional  funds  would  only  mean  that  few  federal  funds  would 
be  spent  on  energy  conservation  activities  benefiting  primarily 
low  and  moderate  income  families. 

The  Department  of  Energy  Low-Income  Weatherization  Grant 
Program  is  the  primary  federal  program  designed  to  provide 
direct  assistance  to  poor  families  who  are  trying  to  reduce 
their  annual  consumption  of  residential  energy.  Assistance 
is  available  only  for  families  whose  income  is  below  125 
percent  of  poverty  or  $10,500  for  a  non-farm  family  of  four. 
Between  1978  and  April  1981,  the  DOE  program  has  weatherized 
the  homes  of  almost  656,000  poor  families.  Approximately 
38  percent  of  those  families  were  elderly  families  whose 
annual  income  was  less  than  $7,000.     After  insulation,  storm 
windows,  and  caulking  were  installed  for  those  families,  their 
annual  fuel  consumption  was  reduced  by  23  percent. 
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The  Committee  acted   in  order  to  preserve  a  program  that 
has  provided  critical  assistance  to  low-income  families  at  a 
time  when  energy  costs  are  accelerating  swiftly  and  when  the 
Department  of  Energy  bottlenecks  that  have  hampered  this 
program  in  the  past  have  finally  been  removed.     The  program 
is  running  so  smoothly,   in  fact,  that  Indiana  and  South  Carolina 
have  already  used  all  of  their  1981  funds  and  have  informed 
the  Community  Action  Agencies  administering  local  programs 
that  their  weather izat ion  projects  should  be  terminated  unless 
alternative  funding  sources  are  located.     The  Maine,  Massachusetts, 
and  Rhode  Island  programs  will  probably  shut  down  by  the  end  of 
the  summer. 

Federal  tax  credits  for  energy  conservation  investments 
for  middle  and  upper  income  families  have  been  endorsed  by  the 
Administration  and  the  success  of  these  tax  incentives  in  en- 
couraging conservation  investments  has  been  cited  as  the  primary 
reason  for  the  Administration's  decision  to  terminate  the  DOE 
Weather ization  Program  and  for  not  even  initiating  the  Solar 
Energy  and  Energy  Conservation  Bank.     Indeed,   in  1979  alone, 
4.8  million  middle  and  upper  income  families  who  added  energy 
conservation  measures  and  solar  energy  systems  to  their  homes 
qualified  for  over  $435  million  in  federal  tax  credits.  How- 
ever, there  are  thousands  of  families  who  are  too  poor  to  have 
any  tax  liability  and  for  whom  a  tax  credit  is  worthless. 
Equity  demands  that  these  families  also  be  given  assistance  in 
order  to  conserve  energy.     With  the  $193.4  million  weather ization 
program  approved  by  the  Committee,  approximately  175,000  addi- 
tional low-income  families  could  be  provided  assistance  adequate 
to  substantially  reduce  their  energy  needs.     Terminating  or 
substantially  reducing  the  program  at  this  time  would  indicate 
a  callous  disregard  for  the  critical  needs  of  these  families. 
The  Committee  is  concerned  that  many  of  the  changes  in  this 
program  that  were  included   in  the  Energy  Security  Act  (which 
became  law  on  June  30,   1980)  have  not  yet  been  implemented  by 
the  Department.     Of  particular  concern  are  the  changes  related 
to  the  selection  of  local  program  operators  and  to  the  develop- 
ment of  standards  and  procedures  in  order  to  accomplish  uniform 
results  in  areas  that  have  similar  climatic  conditions.  The 
Committee  expects  the  program  to  continue  and  directs  the 
Secretary  to  promulate  appropriate  regulations  implementing 
those  changes  as  soon  as  possible. 

In  reducing  the  authorization  for  the  Solar  Energy  and 
Energy  Conservation  Bank  from  a  total  of  $825  million  in 
fiscal  year  1982,   $1,025  billion  in  fiscal  year  1983,  and 
$875  million  in  fiscal  year  1984  to  a  total  of  $132  million 
in  each  of  fiscal  years  1982,   1983,  and  1984,  the  Committee 
has  acted  responsibly  given  the  necessity  for  fiscal  austerity 
imposed  by  the  Budget  Reconciliation  process.     However,  the 
Committee  does  not  agree  with  the  Administration's  proposal 
to  rescind  all  authority  for  the  Bank. 
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The  Bank  was  created  as  part  of  a  gradually  evolving 
energy  conservation  strategy  that  was  initiated  by  the  passage 
of  the  Energy  Policy  and  Conservation  Act  in  1975,  was 
substantially  expanded  in  the  National  Energy  Conservation 
Policy  Act  of  1978,  and  was  further  defined  when  the  Energy 
Security  Act  became  law  a  year  ago.     The  need  to  conserve  non- 
renewable energy  continues  to  be  a  problem  affecting  the  economic 
viability  of  this  country.     Fuel  costs  have  continued  to  escalate 
dramatically  over  the  last  year  and  small  businesses,  as  well 
as  low  and  moderate  income  renters  and  homeowners  remain  vulner- 
able to  these  increases.     Although  moderate  and  upper  income 
families  have  responded  well  to  the  federal  tax  credits  for 
conservation,  major  impediments  still  exist  to  discourage  con- 
servation investments  by  lower  income  families  and  owners  of 
rental  housing.     These  impediments  include:     insufficient  or 
unreliable  information  about  cost-effective  conservation  invest- 
ments; higher  perceptions  of  investment  risk  and  consequently 
a  need  for  a  higher  rate  of  return,  and  lack  of  access  to  capital 
at  affordable  interest  rates. 

In  addition,  while  the  use  of  active  and  passive  solar  energy 
designs  in  retrofitting  existing  buildings  and  constructing  new 
buildings  has  the  promise  of  contributing  greatly  to  reducing 
our  consumption  of  nonrenewable  and  imported  energy,   the  perceived 
risks  of  consumers  who  buy  solar  homes,  of  lenders  who  provide 
the  capital  for  the  purchase  of  these  houses,  and  builders  who 
must  market  such  homes  has  retarded  the  market  acceptance  of  this 
energy  efficient  technology.     While  the  federal  tax  credits  have 
stimulated  some  investment  in  solar  energy  systems,   the  credit 
is  not  applicable  to  passive  solar  energy  investments.  Particu- 
larly in  the  construction  of  new  buildings,  passive  solar  designs 
may  provide  the  most  cost-effective  method  of  conserving  energy. 
Given  the  continuing  need  to  encourage  conservation  efforts,  the 
effect  that  prevailing  high  interest  rates  have  had  on  discouraging 
such  investments  (particularly  by  moderate  and  lower  income 
borrowers)   and  the  lack  of  reliable  information  regarding  the 
value  of  such  investments,  the  Committee  believes  very  strongly 
that  the  Solar  Energy  and  Energy  Conservation  Bank  should  be  put 
into  operation  as  quickly  as  possible.     It  is  anticipated  that 
the  $132  million  authorized  for  fiscal  year  1982  will  provide 
subsidies  for  approximately  100,000  energy  conservation  and  solar 
energy  loans.     An  additional  $132  million  for  each  of  fiscal 
years  1983  and  1984  is  also  authorized. 


Counselling  Services,  NIBS,  HUD  Administration  and  New  Communities 

For  counselling  services  to  tenants  and  homeowners  with 
respect  to  meeting  the  responsibilities  of  tenancy  or  homeowner- 
ship,  the  Committee  bill  provides  $6  million  for  fiscal  year  1982. 


80-613  0  - 


81  - 


92 


This  amount  is  $2  million  above  the  Administration's  request 
because  the  Committee  believes  that  this  program  should  not  be 
limited  to  counselling  homeowners  who  have  defaulted  on  their 
loans.     Pre-purchase  counselling  can  anticipate  problems  related 
to  budgeting,  home  maintenance  and  the  general  responsibilities 
of  homeownership  and  assist  new  home  buyers  to  avoid  those 
problems.     Pre-occupancy  counselling  for  tenants  should  also  be 
confirmed.     This  training  can  be  useful  in  reducing  problems 
and  costs  incurred  by  multifamily  building  owners. 

Authorizations  of  appropriations  for  the  National  Insti- 
tute of  Building  Sciences  is  limited  in  the  Committee  bill 
for  1982,   1983,  and  1984  at  a  maximum  of  $500,000  annually. 

In  lieu  of  any  existing  authorization  for  fiscal  year 
1982  for  HUD  administrative  and  nonadministrat ive  expenses, 
this  Committee  bill  limits  the  authorization  for  appropriations 
to  $513,037  million  of  which  a  maximum  of  $266,752  million 
may  be  made  available  from  various  FHA  funds.     In  establishing 
an  authorization  level  which  is  below  the  amount  requested 
by  the  Administration,   the  Committee  directs  the  Secretary 
of  HUD  to  review  carefully  the  operation  of  the  Department. 
The  Committee  is  concerned  that,  particularly  in  the  regional 
offices  and  the  regional  councils  of  the  Department,  unneces- 
sary personnel  duplicate  responsibilities  that  could  be  more 
efficiently  fulfilled  by  existing  personnel  in  the  area 
offices  or  local  FHA  insuring  offices. 

In  this  bill,  the  Committee  has  placed  $30  million 
limitation  on  the  amount  that  the  Secretary  may  borrow  from 
the  Treasury  in  fiscal  year  1982  for  the  purpose  of  funding 
expenditures  out  of  the  New  Communities  Fund.     The  Committee 
has  been  concerned  about  the  extent  to  which,   in  the  name  of 
protecting  the  Federal  Government's  interest,   unlimited  draws 
from  the  Treasury  are  made  in  support  of  a  defunct  program. 
Together  with  revenues  from  fees,  repayments,   changes  and 
interest  the  $30  million  will  support  a  fiscal  year  1982  $40 
million  program  level  necessary  to  meet  real  obligations,  such 
as  the  interest  on  borrowing  due  the  U.   S.     Treasury  and  holders 
of  debentures,  as  well  as  a  much  reduced  project  liquidation 
staff.     The  Committee  does  not  believe  a  54member  staff  is 
necessary  for  program  operations  when  the  workload  has  been 
reduced  from  13  to  4  new  community  projects.     Nor  does  it 
believe  that  more  than  $2  million  should  be  spent  on  consultants 
when,   in  fact,  the  Department  has  hardly  ever  heeded  the  advice 
of  existing  new  community  consultant  studies  which  have  cost 
this  Federal  Government  multi-millions  of  dollars.     The  Com- 
mittee repeats  its  past  admonitions  to  HUD  to  desist  in  dragging 
out  the  final  disposition  of  the  4  remaining  new  community 
projects  in  hopes  that  the  Congress  will  approve  the  reactiva- 
tion of  the  program.     This  foot-dragging  is  both  indirectly  and 
directly  costly  to  the  taxpayer  and  results  in  benefits  for  only 
those  who  gain  tax-preference  advantages  so  long  as  these  projects 
are  not  finally  closed  out. 
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Program  Extensions 


FHA  Mortgage  Insurance 

This  Committee  bill  continues  the  practice  of  recent 
years  in  extending  for  one  year  only  the  authority  of  the 
Secretary  to  insure  mortgages  or  loans  under  certain  HUD- FHA 
mortgage  or  loan  insurance  programs  contained  in  the  National 
Housing  Act.     Under  existing  law,  this  authority  will  expire 
on  September  30,   1981.     Insuring  authorities  which  will  expire 
on  September  30,   1981,   include  those  for  the  following  HUD-FHA 
mortgage  or  loan  insurance  programs:     title  I-property 
improvement  and  mobile  home  loan  insurance;   section  203-basic 
home  mortgage  insurance;   section  207-rental  housing  insurance; 
section  213-cooperat ive  housing  assistance;   section  220- 
rehabilitation  and  neighborhood  conservation  housing  insurance; 
section  222-mortgage  insurance  for  servicemen;   section  223- 
miscellanous  housing  insurance,   including  insurance  in  older 
declining  urban  areas  and  for  existing  multifamily  housing 
projects;   section  231-housing  for  the  elderly;   section  232- 
nursing  homes;   section  233-experimental  housing;   section  234- 
condominiums ;   section  237-special  risk  mortgages;   section  240- 
homeowner  purchase  of  simple  fee  title;   section  241-supplemental 
loans  for  multifamily  housing  projects;   section  24 2-hospi tals ; 
section  243-homeownership  for  middle-income  families;  section 
221-housing  for  moderate  income  and  displaced  families,  section 
236-rental  and  cooperative  housing  for  lower  income  families, 
respectively;   section  244-mortgage  insurance  on  co-insurance 
leases;   section  245-to  insure  graduated  payment  mortgages  and 
loans;   title  X-land  development;   title  Xl-group  practice  facilities; 
the  Secretary's  authority  to  set  administratively  interesst  rates 
to  meet  the  market  at  rates  above  the  statutory  maximum  of  6  percent 
the  authority  of  the  Government  National  Mortgage  Association 
to  enter  into  new  commitments  to  purchase  mortgages  under  the 
interim  mortgage  purchase  authority  contained  in  section  313 
of  the  National  Housing  Act.     The  Committee  bill  extends 
these  authorities  until  September  30,  1982. 

The  Committee  wishes  to  make  clear  that  section  232(b)(2) 
of  the  National  Housing  Act,  which  authorizes  mortgage  insurance 
for  intermediate  care  facilities,   is  intended  to  include 
facilities  that  provide  off-premises  day  training  for  otherwise 
full-time  developmentally  disabled  residents.     When  Congress 
expanded  the  coverage  of  section  232  in  the  Housing  and 
Community  Development  Amendments  of  1978  to  include  facilities 
for  the  resident  care  of  elderly  persons  and  others  who  are 
able  to  live  independently  but  who  require  care  during  the 
day,   it  did  not  intend  to  exclude  facilities  because  their 
residents  receive  training,  rehabilitation  or  care  outside 
of  the  facility  during  the  day.     To  exclude  such  facilities 
from  being  eligible  for  section  232(b)(2)   insurance  would 
be  detrimental  to  many  otherwise  eligible  persons, 
especially  developmentally  disabled  persons,  and  would  be 


94 


contrary  to  the  Congressional   intent.     The  standard  of  "con- 
tinuous care"  required  under  section  232  is  satisfied  when 
off-premises  day  training,  rehabilitation  or  care  is  provided 
as  part  of  the  total  care  program  of  the  developmentally  disabled 
residents  of  the  facility. 

In  addition,   the  Committee  is  very  concerned  about  (1)  low 
levels  of  conventional  multifamily  rental  housing  production; 
(2)   the  conversion  of  existing  rental  housing  to  cooperatives 
and  condominiums;  and  (3)   the  abandonment  and  demolition  of 
rental  housing  and  the  effect  of  these  situations  on  the  avail- 
ability of  decent,   affordable  rental  housing  for  those  persons 
who  cannot  or  choose  not  to  buy  homes.     In  this  regard,  the 
Committee  believes  that  FHA's  existing  223(f)   Multifamily  Mort- 
gage Insurance  Program  can  be  a  cost-effective  approach  to  the 
preservation  and  moderate  rehabilitation  of  existing  multifamily 
housing  and  the  prevention  of  conversions.     Section  223(f)  pro- 
vides owners  an  incentive  to  refinance  or  sell  multifamily 
properties.     Through  the  refinancing,   the  property  owner  obtains 
funds  to  cover  balloon  payments  on  old  loans  and  perform  repairs 
and  moderate  rehabilitation  on  the  property.     Without  the 
opportunity  to  refinance  or  sell  as  rental  housing,  the  Com- 
mittee believes  many  rental  property  owners  will  be  persuaded 
to  convert  to  condominiums  or  cooperatives  or  to  abandon  the 
property. 

Last  year,  to  assure  that  properties  benefiting  from  223(f) 
insurance  serve  rental  housing  needs,   the  Congress  required  that 
the  properties  insured  under  section  223(f)  be  preserved  as 
rental  housing  for  at  least  5  years,  and  for  20  years  if  tandem 
financing  assistance  is  provided  to  the  property.     Despite  the 
promise  of  section  223(f),   the  current  volume  of  loans  insured 
under  this  program  is  quite  low.     The  Committee  is  seeking 
assurance  that  the  223(f)   program  for  sale  or  refinancing  with 
moderate  rehabilitation  be  made  workable.     This  would  place 
these  types  of  properties  and  loans  on  a  par  with  new  construction 
and  those  needing  substantial  rehabilitation.     At  the  same  time, 
the  Committee  expects  the  Department  to  assure  that  owners  who 
are  simply  refinancing  without  improving  the  property  not  be 
allowed  to  withdraw  substantial  sums  of  money  from  the  property. 

The  Committee  is  aware  that  the  Department  shares  its  con- 
cerns in  this  matter  and  is  actively  considering  changes  in  the 
223(f)   program  in  conjunction  with  co-insurance.     The  Committee 
expects  to  work  closely  with  the  Department  in  the  coming  year 
in  monitoring  the  implementation  of  these  changes. 


Program  Amendments 


Buyer-Broker,  NIBS 

A  provision  was  added  to  the  bill  that  would  prohibit  the 
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Secretary  from  excluding  from  the  insurable  amount  of  any  FHA 
single-family  mortgage,   the  amount  of  the  commission,  paid  by 
the  buyer  to  the  broker  who  was  the  buyer's  agent  in  the  pur- 
chase of  the  home.     The  Committee  bill  includes  an  amendment 
that  requires  that  after  the  first  5  years  of  operation  of  the 
National  Institute  of  Building  Sciences   (NIBS) ,   two  members 
representing  the  public  interest  will  be  appointed  to  the  Board 
of  NIBS  by  the  President  of  the  United  States.     Also,   the  bill 
extends  from  fiscal  year  1982  through  fiscal  year  1985  the  time 
during  which  funds  previously  authorized  for  the  National  Insti- 
tute of  Building  Sciences  may  be  appropriated.     Over  $6  million 
of  the  original  $10  million  authorization  has  not  yet  been 
appropriated . 


Weatherization  Program 

A  provision  was  included  that  states  when  the  Secretary 
of  Energy  is  making  a  determination  whether  a  tribal  organization 
or  other  entity  which  has  the  capacity  to  provide  services  to 
an  Indian  tribe  should  receive  weatherization  grant  funds  di- 
rectly from  the  Department  of  Energy  instead  of  from  the  State, 
the  Secretary  shall  accept  from  a  tribal  organization  or  other 
entity  an  application  meeting  the  requirements  specified  in 
existing  law  and  shall  consider  that  application  when  making 
such  determination. 


FHA-Insured  Manufactured  Home  Loans 

The  Committee  bill  increases  the  maximum  loan  amounts  and 
loan  terms  affecting  loans  for  the  purchase  of  manufactured 
homes  and  lots  on  which  those  homes  are  located  which  may  be 
insured  by  FHA.     The  maximum  insurable  loan  amount  for  a 
single  module  manufactured  home  is  increased  from  $20,000  to 
$22,500,  while  the  maximum  insurable  loan  amount  for  two  or 
more  modules  is  increased  from  $30,000  to  $35,000.     The  maxi- 
mum insurable  loan  for  a  single  module  home  and  a  suitably 
developed  lot  on  which  to  place  the  home  is  increased  from 
$30,500  to  $35,000,  while  the  loan  limits  for  a  multi-module 
manufactured  home  and  a  suitably  developed  lot  is  increased 
from  $40,550  to  $47,500.     Under  existing  law,   the  insurable 
amount  for  the  purchase  of  an  undeveloped  lot  on  which  to 
place  a  manufactured  home  is  $6,950  and  the  amount  for  a 
developed  lot  is  $10,425.     The  bill  replaces  those  limits 
with  a  $12,500  loan  limit  for  a  suitably  developed  lot.  The 
actual  insurable  amount  will  depend  upon  the  appraised  value 
of  the  developed  or  undeveloped  property.     In  areas  where 
needed  to  meet  higher  costs  of  land  acquisition,  site  develop- 
ment and  construction  in  connection  with  the  purchase  of  a 
manufactured  home  and  lot  or  lot  alone,   the  Secretary  may 
increase  the  maximum  loan  amounts  up  to  an  additional  $7,500. 
The  maximum  maturity  for  an  insurable  loan  to  finance  the 
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purchase  of  a  single  module  manufactured  home  is  increased 
from  15  to  20  years.     The  Committee  bill  provides  that  title 
I  insurance  would  be  available  for  the  refinancing  of  a  lot 
owned  by  an  individual   (and  purchased  without  title  I  assistance 
but  otherwise  meeting  the  requirements  of  this  section)  where 
the  refinancing  is  made  in  connection  with  the  purchase  of  a 
manufactured  home  and  the  borrower  certifies  that  the  home 
and  lot  is,  or  within  6  months  after  the  date  of  the  loan, 
will  be  his  or  her  principal  residence.     While  the  Committee 
agreed  to  these  increases,   it  should  be  noted  that  all  of  the 
increases  authorized  in  the  Housing  and  Community  Development 
Act  of  1980  have  not  as  yet  been  implemented  by  HUD.  The 
Committee  expects  HUD  to  act  as  quickly  as  possible  to  imple- 
ment the  1980  increases,   as  well  as  to  plan  ahead  to  be  able 
to  implement  these  additional   increases  when  they  become  law. 

The  maximum  loan  amount  which  may  be  insured  in  connection 
with  a  manufactured  home  park  per  manufactured  home  space  is 
increased  from  $8,000  to  $9,000. 


FHA-Insured  Single-Family  Homes 

The  maximum  allowable  mortgage  amount  for  FHA-insured 
single-family  mortgages  is  raised  in  this  Committee  bill  from 
133  1/3  percent  of  the  basic  limits  to  148  percent  for  high- 
cost  areas.     The  impact  of  this  amendment  would  be  to  permit 
the  insurance  of  a     $100,000  mortgage  on  a  one-family  home 
in  high-cost  areas. 
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CHAPTER  4   -   FLOOD,    CRIME  AND  RIOT  REINSURANCE 


The  Committee's  reconciliation  bill  provides  for  a  one- 
year  extension  of  the  Federal  Flood,  Crime  and  Riot  Reinsurance 
Programs  administered  by  the  Federal  Emergency  Management  Asso- 
ciation's  (FEMA)   Federal  Insurance  Administration  (FIA).  The 
Subcommittee  on  Housing  and  Community  Development  conducted 
extensive  hearings  on  these  three  insurance  programs  on  April 
6  and  7,   1981,  and  on  the  basis  of  these  hearings  the  Commit- 
tee has  decided  to  continue  all  three  programs  through  FY  1982. 
The  Committee  believes,  despite  some  industry  objections,  that 
a  strong  enough  case  was  made  for  both  the  Riot  Reinsurance 
and  Crime  Insurance  Programs  to  be  continued.     While  only 
81,000  crime  insurance  policies  are  provided  nationwide 
(and  these  are  generally  concentrated  in  a  few  States)  and 
although  a  number  of  States  have  withdrawn  from  the  Federal 
Riot  Reinsurance  Program,   it  is  the  Committee's  belief  that 
the  potential  need  for  both  these  programs  is  great  enough  so 
that  they  should  be  continued  to  be  made  available. 


Flood  Insurance 

The  Committee  bill  would  authorize  not  to  exceed  $42,600,000 
for  FY  1982  for  the  purposes  of  conducting  surveys  and  mapping 
flood  prone  areas  in  order  to  establish  premium  rates  for  the 
regular  insurance  program.     The  Committee  notes  that  of  17,000 
communities  now  participating  in  the  program,   almost  11,000  of 
these  communities  are  in  the  emergency  program  which  requires 
a  lesser  degree  of  flood  plain  management  measures  by  the 
local  communities.     Some  6,000  communities  are  in  the  regular 
flood  insurance  program,  which  requires  more  extensive 
flood  plain  measures.     This  authorization  is  necessary  to 
continue  to  establish  these  special  flood  hazard  areas,  and 
to  identify  the  flood  elevation  levels  in  flood  hazard  ares. 
The  Committee  urges  the  Federal  Insurance  Administration  to 
designate  for  the  regular  flood  insurance  program  more  rapidly 
than  has  been  the  case  in  the  past,  those  communities  that 
are  now  in  the  emergency  program.     Communities  in  the  regular 
flood  insurance  program  have  established  flood  management 
standards  that  set  higher  standards  than  those  communities 
in  the  emergency  program.     It  is  necessary  to  protect  the 
Federal  Government's  liability  of  $100  billion  in  total 
federal  flood  insurance  in  force  by  insisting  on  the  higher 
standards  communities  must  meet  in  the  regular  flood  insurance 
program.     The  Committee  believes  that  the  Federal  Insurance 
Administration  should  restrict  the  use  of  the  authorizations 
provided  herein  for  the  purpose  of  completing  surveys  and 
mapping  of  flood  prone  areas  so  that  more  communities  can 
qualify  for  the  regular  flood  insurance  program.     Use  of 
these  funds  for  other  purposes  should  be  discouraged. 
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As  the  Federal  Insurance  Administration  has  gained 
experience  in  insuring  structures  in  coastal  high  hazard  areas 
(V  Zones) ,   it  has  become  clear  that  the  flood  insurance  rates 
for  new  construction  in  such  areas  are  too  low.     V  Zones  are 
those  coastal  areas  subject  to  high  velocity  waters  including 
hurricane  induced  waves.     In  order  to  put  the  flood  insurance 
program  on  an  actuarially  sound  basis  in  V  Zones,   two  key  risk 
factors  must  be  taken  into  consideration:     wave  heights,  and  the 
capacity  of  structures  to  withstand  wave  impact. 

The  Committee  endorses  FEMA" s  recent  regulation  which  re- 
quires that  flood  insurance  rates  for  new  construction  in  V 
Zones  reflect  these  risk  factors.     If  a  structure  is  not  built 
to  the  wave  height  level,   it  may  be  subject  to  total  loss  upon 
the  impact  of  waves  driven  by  hurricane  force  winds.     Even  if 
a  structure  is  built  to  the  wave  height  level,   it  will  still 
be  subject  to  the  force  of  waves  on  its  supporting  piles  and 
columns.     The  insurance  rates  must  include  a  surcharge  to 
account  for  this  risk  on  a  class  basis.     The  alternative  to 
imposing  such  a  surcharge  is  to  individually  rate  each  structure 
based  on  its  capacity  to  withstand  wave   impacts.     Unless  FIA 
is  able  to  attach  a  rate  which  reflects  the  true  risk,  it 
should  exercise  its  authority  and  not  provide  flood  insurance 
for  new  construction  in  V  Zones. 

The  Committee  expects  FIA  to  report  in  writing  by  November 
15,   1981,  explaining  the  manner  in  which  it  has  implemented 
FEMA's  regulation  of  May  4,   1981,  regarding  V  Zone  rating.  We 
expect  and  strongly  suggest  that  FIA  meet  its  October  1,  1981, 
date  for  this  system  to  be  in  place. 

The  Committee  is  aware  of  the  FIA's  intent,  as  indicated 
in  its  regulations  on  flood  plain  management  and  wetlands 
protection  which  were  published  on  September  9,   1980,    (44  CFR 
Part  9,   Sections  9.9(e)   and  9.11   (e))   to  deny  insurance  to 
new  or  rebuilt  structures  in  communities  complying  with  the 
National  Flood  Insurance  Program  requirements  in  order  to 
enforce  the  requirement  "to  minimize  harm  to  and  within 
flood  plains  and  wetlands"   (9.11).     It  has  been  the  policy 
of  the  National  Flood  Insurance  Program  since  its  inception 
in  1968  not  to  refuse  insurance  to  the  owners  of  buildings 
located  in  communities  which  maintain  compliance  with  the 
program's  flood  plain  management  measures.     The  Committee 
believes  that  these  regulations  constitute  a  change  in  policy 
not  consistent  with  Congressional   intent.     It  is  the  intent 
underlying  the  National  Flood  Insurance  Act  of  1968,  as 
amended,  and  the  Flood  Disaster  Protection  Act  of  1973,  as 
amended,   that  flood  insurance  coverage  may  not  be  denied  to 
the  owner  of  any  building  located   in  a  community  participating 
in  the  National  Flood  Insurance  Program  unless  the  State  or 
local  government  has  declared  the  building  to  be  in  violation 
of  the  flood  plain  management  regulations  or  ordinances 
enacted  by  or  on  behalf  of  local  authority  in  order  to 
gain  eligibility  for  flood  insurance  coverage  on  a  community- 
wide  basis. 
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The  Committee,   therefore,  directs  that,   unless  declared 
ineligible  by  a  state  or  local  government,  specified  structures 
may  not  be  denied  insurance  coverage  by  FEMA  in  a  community 
which  is  in  compliance  with  flood  plain  management  requirements. 

The  Committee  bill  extends  the  authority  to  enter  into 
new  flood  insurance  contracts  under  both  the  regular  flood 
insurance  program  and  the  emergency  program  until  September 
30,   1982.     The  bill  would  also  subject  to  appropriations, 
beginning  October  1,   1981,  the  National  Flood  Insurance  fund 
for  all  purposes,  except  for  the  adjustment  and  payment  of 
claims  for  insurance  losses.     The  Committee  bill  also  contains 
a  provision  limiting  the  authority  of  the  Federal  Insurance 
Administration  to  purchase  severely  flood  damaged  property  and 
to  provide  very  low  interest  loans  to  help  the  owners  of  flood 
damaged  property  to  elevate  the  property  only  to  situations 
where  the  property  is  the  principal  residence  of  the  owner. 

The  Committee  notes  that  FEMA  has  terminated  the  contract 
for  the  operation  of  the  Map  Information  Facility  (MIF)  based 
on  its  assessment  that  the  need  to  continue  the  distribution 
of  maps  made  the  operation  of  the  MIF  an  unnecessary  and  addi- 
tional expense.     However,   the  Committee  would  like  to  encourage 
FEMA  to  evaluate  and  give  full  consideration  to  any  possible 
use  which  could  be  made  of  the  computer  hardware  and  software 
purchased  in  conjunction  with  the  contract.     If  the  Agency 
determines  that  either  or  both  cannot  be  used  by  FEMA,  the 
Committee  advises  FEMA  to  seek  a  disposition  of  the  equipment 
and  material  which  will  be  most  beneficial  to  the  government 
and  the  taxpayers. 

Barrier  Islands 

Although  the  Federal  Insurance  Administration  has  authority 
under  existing  law  to  prohibit  the  sale  of  Federal  flood  insurance 
on  a  geographic  basis,  the  Committee  has  adopted  a  provision  to 
prohibit  the  sale  of  federal  flood  insurance  for  new  construction 
or  substantial  improvements  of  structures  located  on  undeveloped 
coastal  barriers  as  designated  by  the  Secretary  of  the  Interior. 
The  Committee  notes  that  both  the  terms  "new  construction"  and 
"substantial   improvements"  are  standard  terms  defined  in  regula- 
tions issued  by  the  Federal  Insurance  Administration  (44  CFR  59.1). 

In  designating  coastal  barriers,   the  Committee  has  stipu- 
lated that  the  Secretary  use  a  definition  of  the  term  "coastal 
barrier"  which  includes  true  barrier  islands,   as  well  as  closely 
related  geologic  features  such  as  bay  barriers,   spits,  and 
tombolos .     A  coastal  barrier  is  defined  as  a  geologic  feature 
that  consists  of  unconsolidated  sedimentary  materials,   is  subject 
to  wave,  tidal,  and  wind  energies,  and  protects  landward  aquatic 
habitats  from  direct  wave  attack.     Aquatic  habitats  associated 
with  the  barrier  are  considered  as  part  of  the  coastal  barrier. 
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The  Committee  also  provided  the  Secretary  with  specific 
guidance  to  be  used  in  determining  whether  a  coastal  barrier  is 
"undeveloped."     An  undeveloped  coastal  barrier  shall  be  treated 
as  such  only  if  there  are  few  people-made  structures  on  the 
barrier  and  these  structures  and  human  activities  on  the  barrier 
do  not  significantly  impede  geomorphic  and  ecological  processes. 
In  interpreting  the  first  aspect  of  this  standard,   the  Committee 
notes  that  the  rule  of  thumb  used  by  the  Department  of  the 
Interior  in  its  on-going  inventory  and  classification  of  coastal 
barriers  is  that  if  the  area  has,  on  average,   less  than  one 
structure  per  five  acres,   then  it  is  considered  to  be  undeveloped. 
As  additional  guidance,   the  Committee  notes  that  the  level  of 
infrastructure   (roads,  water,   sewers,  electric  lines,  etc.) 
in  place  and  associated  with  such  structures  is  a  useful  factor 
to  consider  in  making  this  determination.     For  example,  the 
presence  of  structures  with  no  associated  infrastructure  in 
place  suggests  that  an  area  is  not  developed.     On  the  other 
hand,  an  area  which  has  a  full  complement  of  infrastructure 
(i.e.,   some  combination  of  roads,  waters,   sewers,  electric  lines, 
etc.)  but  not  structures  suggests  that  an  area  is,  as  a  practical 
matter,   already  developed.     Further,   the  Committee  notes  that  in 
designating  undeveloped  coastal  barriers,   the  Secretary  is  not 
limited  to  considering  only  those  geologic  features  which  are 
entirely  undeveloped.     Portions  of  such  geologic  features  may 
also  be  designated  as  undeveloped  coastal  barriers  for  purposes 
of  prohibiting  the  sale  of  federal  flood  insurance. 

This  provision  requires  the  Secretary  of  the  Interior 
to  designate  undeveloped  coastal  barriers  within  90  days  of 
the  date  of  enactment.     The  Committee  notes  that  the  Department 
of  the  Interior  has,   for  several  years,   conducted  an  on-going 
inventory  and  classification  of  coastal  barriers  on  the 
Atlantic  and  Gulf  coasts  of  the  United  States.     This  review 
has  stemmed  both  from  an  internal  evaluation  of  Federal 
policies  affecting  development  on  coastal  barriers,  as  well 
as  requests  from  Members  of  Congress.     Thus,   the  Committee 
does  not  view  this  requirement  as  an  unreasonable  demand  on 
the  Secretary  of  the  Interior. 

Crime  Insurance  and  Riot  Reinsurance 

The  Committee  bill  extends  the  crime  and  riot  reinsurance 
programs  through  September  30,   1982,  and  would  also  extend 
existing  crime  insurance  and  riot  reinsurance  coverage  through 
September  30,  1985. 

During  its  hearings  in  early  April,   the  Subcommmi ttee  on 
on  Housing  and  Community  Development  heard  considerable  testimony 
urging  that  the  crime  insurance  program  be  terminated  since  the 
number  of  policies  written  under  the  program  were  only  approxi- 
mately 81,000  nationwide  and  that  some  62  percent  of  the  policies 
written  were  in  one  State.     The  crime  insurance  program  from 
its  very  beginning  in  1970  has  never  been  an  actuarially  sound 
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insurance  program.     In  fact,   it  was  never  conceived  to  be 
anything  other  than  a  direct  federally-assisted  insurance  pro- 
gram.    A  number  of  witnesses  before  the  Subcommittee  stated 
that  the  program  was  not  a  real  insurance  program  in  the  sense 
that  there  was  no  risk  spreading  nor  actuarial  basis  on  which  the 
the  policies  are  written.     In  the  opinion  of  many,  however,  the  crime 
insurance  program  is  the  only  federal  program  that  directly 
assists  victims  of  crime.     It  is  an  insurance  program  in  the 
sense  that  policies  are  written  by  the  Federal  Government  and 
payment  of  loss  is  made  upon  proof  of  loss.     The  Federal 
Crime  Insurance  Program  has  benefitted  middle-class  homeowners 
and  small  business  people  and,   in  the  Committee's  opinion,  is 
one  of  the  few  federal  programs  that  provides  direct  assistance 
to  people  who  have  been  victims  of  burglary,  theft,  and  other 
such  types  of  criminal  activities. 

The  Committee  considered,   in  an  earlier  markup  session, 
a  proposal  to  provide  an  authorization  for  a  direct  payment 
of  claims  of  crime   insurance  losses.     The  Administration  and 
industry  witnesses  objected  to  the  continued  high  loss  claims 
under  the  crime  insurance  program  being  made  from  the  National 
Insurance  Development  Fund.     Because  of  the  exigencies  of  the 
budget  situation,  the  Committee  decided  not  to  approve  a  special 
authorization  for  crime  insurance  losses  and,  at  least  through 
FY  1982,  crime  insurance  losses  will  continue  to  be  paid  from 
the  National  Insurance  Development  Fund.     In  the  meantime,  this 
Committee  will  be  considering  alternative  ways  to  fund  such 
losses . 
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CHAPTER  5   -   RURAL  HOUSING 


The  Committee  was  considerably  frustrated  in  dealing  with 
the  Rural  Housing  Program  reductions  imposed  on  it  by  the 
Gramm-Latta  levels  contained  in  the  House  budget  resolution. 
The  source  of  this  frustration  was  twofold.     First,  and  most 
disconcerting,  was  the  fact  that  the  Gramm-Latta  Rural  Housing 
Insurance  Fund   (RHIF)   budget  authority  levels  implicitly 
accepted  both  the  Senate  rural  housing  program  levels  and 
policy  assumptions.     In  effect  these  were  imposed  upon  the 
House  without  the  benefit  of  Committee  consideration  and 
debate.     This  procedure  emasculated  the  authorization  power 
of  the  Committee  beyond  even  what  the  entire  reconciliation 
process  had  done.     In  order  to  gain  $123  million  in  budget 
authority  savings  and  not  be  charged  with  outlays,  the 
Committee  was  forced  to  reduce  its  own  program  levels.  Thus 
$230  million  in  section  502  loans  for  low  income  families  who 
need   interest  subsidies  to  keep,  or  to  purchase  their  houses; 
an  unspecified  amount  of  interest  credit  subsidies  for  needy 
families  just  above  80  percent  of  the  area  median  income,  and 
$113  million  in  rural  rental  housing  loans  for  low  and  moderate 
income  and  elderly  families  had  to  be  specifically  cut.  This 
meant  that  the  Committee  was  deprived  of  the  prerogative  of 
deciding  which  programs  to  cut  in  order  to  achieve  the  required 
overall  savings.     This  effectively  reduced  the  number  of 
rural  housing  families  that  would  have  been  assisted  under 
the  Committee's  original  proposal  by  10,000  from  approximately 
111,000  to  101,000.     In  addition,  another  10,000  marginal  moderate 
income  families  will  be  denied  interest  credit  subsidies. 

In  addition  to  being  denied  its  prerogative,   the  Committee 
was  frustrated  by  how  the  RHIF  budget  authority  and  outlay  is 
computed.     As  budget  authority  is  defined  as  an  outstanding 
obligation  of  the  Federal  Government,   FmHA  loans  that  are 
authorized  but  undisbursed  are  assigned  budget  authority 
equal  to  the  undisbursed  balance.     This  assignment  of  budget 
authority  has  no  relationship  to  the  actual  net  federal 
expenditures  because  FmHA  loan  programs  are  financed  from 
the  sale  to  private  investors  of  securities  backed  by 
mortgages.     These  are  in  the  form  of  Certificates  of  Beneficial 
Ownership  (CBOs) .     The  RHIF  budget  authority  therefore  merely 
reflects  the  liability  the  Federal  Goverment  has  between  the 
time  it  obligates  loan  funds  to  a  borrower  and  the  time  it 
sells  the  securities  to  the  investors.     This  liability  is 
short  lived  and  is  reduced  by  sale  of  securities.  Nevertheless, 
the  full  amount  of  the  loan  is  scored  as  budget  authority 
even  though  it  is  paid  back  by  the  borrower.     To  compare  this 
type  of  budget  authority  and  outlay  with  direct  housing 
subsidies  such  as  are  involved  in  the  FmHA  Rental  Assistance 
Payment  Program  or  the  HUD  Low  Income  Housing  Subsidy  Programs 
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is  incorrect,   unfair  and  misleading.     Moreover,   it  hardly 
reflects  a  firm  federal  obligation  because  RHIF  budget 
authority  and  outlay  can  be  manipulated  by  the  Department 
simply  by  advancing  or  holding  back  on  the  sale  of  CBOs. 
Notwithstanding  this  artifical  aspect  for  determining  federal 
outlay,   to  comply  with  its  results  required  the  Committee  to 
cut  deeply  into  the  rural  housing  programs. 

The  Committee  has  been  concerned  about  the  RHIF  accounting 
and  budgeting  practice  for  several  years.     It  concurred  with 
the  Comptroller  General's  findings  last  year  with  regard  to 
treating  CBO  transactions  as  borrowings  rather  than  asset  sales. 
For  this  reason,   the  Committee  called  for  a  study  of  the 
entire  FmHA  finance  and  budgeting  process.     To  date,   it  has 
not  received  this  study  from  the  Secretary  of  Agriculture. 
Therefore,   it  again  reiterates  its  call  for  such  a  study. 
The  Committee  believes  that,  as  soon  as  it  is  practicable, 
for  budget  purposes  FmHA  Housing  Programs  should  be  treated 
in  the  same  way  that  the  HUD  Programs  are. 

The  Committee,   in  a  related  action,  reluctantly  deleted 
the  mandatory  requirement  that  the  Secretary  of  Agriculture 
provide  interest  credit  subsidies  to  needy  moderate  income 
families.     As  it  noted  last  year  when  it  adopted  this  require- 
ment, the  Committee  continues  to  believe  that  subsidies  in 
the  rural  housing  programs  should  be  phased  in  according  to 
actual  need  as  measured  by  local,  rather  than  national, 
indices  of  family  income.     This  is  the  most  effective  and 
equitable  way  to  provide  rural  housing  subsidies  and  prevent 
families  with  relatively  similar  needs  from  being  denied  housing 
assistance  because  their  income  slightly  exceeded  an  arbitrary 
limit,  established  without  regard  to  conditions  in  the  area. 
The  Committee  directs  the  Secretary  of  Agriculture  to  implement 
the  area-based  income  eligibility  limits  as  directed  by  the 
provisions  contained  in  section  502(b)   of  the  Housing  and 
Community  Development  Amendments  of  1979  without  further 
delay . 

The  Committee  extended  the  FmHA  authorities  for  one  year 
and  authorized  a  fiscal  year  1982  limit  of  $3,700,600,000 
for  insured  and  guaranteed  loans,  of  which  not  less  than  $3,170 
million  would  be  for  loans  for  interest  credit  borrowers.  It 
eliminated  the  $100  million  guaranteed  loan  authorization 
because  this  above-moderate  income  program  had  never  been 
implemented.     The  Committee  also; author ized  appropriations  of 
$50,000,000  for  section  504  home  repair  loans  and  grants  for 
fiscal  year  1982,  of  which  not  more  than  $25  million  would  be 
for  grants;  $25  million  for  section  516  farm  labor  housing 
grants;   $2  million  for  section  525  technical  and  supervisory 
grants,   $1  million  of  which  is  directed  to  be  used  for 
prepurchase  and  delinquency  counselling;  extended  both  the 
Section  515  Rental  Housing  Loan  Program  and  the  section  502  home- 
ownership  loans  authority  for  one  year;   and  also  extended 
through  September  30,   1982,   the  rental  assistance  payment 
provisions  at  a  $398,000,000  program  level.     The  Committee  also 
extended  the  Mutual  and  Self-Help  Loan  and  Grant  Assistance 
Program  at  a  $5  million  program  level  for  fiscal  year  1982 
and  added  another  $3  million  to  the  Fund. 
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INTRODUCTION   TO   SUBTITLE  B 


PURPOSE   OF   THE  BILL 


This    legislation   permits    the   United   States    to   continue  its 
active   role    in   the  multilateral   development   banks.  It 
authorizes   U.S.    participation   in    the   General   Capital  Increase 
(GCI)    of    the   World    Bank   and    the    Sixth   Replenishment   of  the 
International    Development   Association   (IDA  VI).      It  provides 
for   U.S.   membership   in   the   African  Development   Bank,  an 
objective   long   sought   by   Congress.      It    also  completes 
authorization  action   on   U.S.    subscriptions    and   contributions  to 
the   Inter-American  Development   Bank    (Fifth   Replenishment)  and 
the   Asian  Development   Fund   (Second   Replenishment).      The  bill 
authorizes    the   appropriation  of   $4.67   billion   to   effect  these 
contributions    to    the  multilateral   agencies,    and    it   approves  an 
additional   program  ceiling  of   $8.1   billion   to   underwrite  the 
contingent    liabilities    in   the   new  U.S.    subscription   to  World 
Bank  callable  capital. 


NEED   FOR   THE  LEGISLATION 


The   Banking   Committee   strongly   supports    the   adoption  of 
this    legislation.      The   multilateral    development  banks   play  an 
important   role    in   the    international   economic   policy   and  the 
foreign  policy  of   the   United   States.      The   banks   are   the  largest 
official   source   of  external   capital    for    the  developing 
countries,    and   their   programs   help  encourage    support  for 
Western-style   economic   values    in    the   Third   World.  Their 
activities    promote    international    trade   and   investment,    and  they 
help  make   commercial   relations    between    the   developed   and  the 
developing  nations  more   secure.      The  multilateral   agencies  also 
provide   substantial   amounts    of   assistance   to    countries   of  key 
foreign   policy   significance    to    the   United   States    in  the 
developing  world.      Action  on   these  MDB  replenishment  agreements 
has   been   pending   since    1979.      In    the   case   of   the   World  Bank 
capital    increase,    the    United   States    is    the   only  Western  country 
which  has   not   yet   voted   in   favor   of   the   capital   increase.  The 
President   of    the   United   States    and   other    top   level   officials  in 
the   Administration  have   written   the   Chairman  of   the  Banking 
Committee    as   well    as   other   Members   of   Congress  requesting 
approval   of   this  legislation. 


The   U.S.    Economic    Stake    in    the  Banks 


In  addition  to  the  role  of  the  banks  as  channels  for  sound 
investment   projects,    the   Committee   notes    an   element   of  growing 
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importance   to    the    United    States   which   can   be   directly  related 
to    the   operations    of    the   MDBs — that   of    the   rapidly  increasing 
trade   and   financial    ties   between   the   United   States   and  the 
developing  countries.      At    present,    developing  countries 
purchase   about   40   percent   of   our   exports   and   represent  the 
greatest   potential    for   expansion   of   our   overseas  markets. 
Developing  countries    already   provide   the   United    States  with 
more    than   25   percent   of    the   raw  materials   we   require.      Jobs  in 
the   United   States    are   becoming   increasinly  dependent  upon  these 
export  markets    and  upon  access    to,    and    the   security   of, critical 
raw  materials   which   we    import    from  developing  countries.  This 
is    particularly    true    for   energy,    an   area    in   which    the   MDBs  are 
making  major   efforts    to   develop  additional   supplies.  The 
economic    growth   of    the   developing   countries    and   their  ability 
to   pay   for    increased    imports    from  the   United   States  is 
critically   dependent   on   the   continued   flow  of   resources  through 
the  multilateral   banks   and   other   important   financial  flows 
promoted   by    the  MDBs'    role    as    capital   market   catalysts.  This 
is    particularly   true    in   today's   uncertain  international 
economic  environment. 


Historically,    the    United    States   has    obtained   about  25 
percent   of   all    the   contracts    for    goods    procured   through    the  MDB 
international   competitive   bidding  process,    and   every   dollar  of 
U.S.    contributions    put    into    the  banks   has   resulted    in   a  net 
export   of   $1.57    of   U.S.    goods   and   services.      The   total  economic 
effects,    however,    are   much   larger   and   more   broadly  based  than 
the   effects    directly   attributable   to    that   figure.      As  that 
$1.57    is    respent,    it   has    a  multiplier   effect   on   the   U.S.  gross 
national    product.      Some   of   this   results    from  the   procurement  of 
goods    and   services    required    for   projects    financed   by  MDB  loans; 
some   comes    from  salaries    of   MDB   personnel  headquartered  here; 
and   some   arises    from  earnings   of   bondholders   who   purchase  MDB 
obligations.      A   Treasury    study   shows    that,    during  1977-78, 
every  dollar   paid   into    the   MDBs   by    the    United   States  resulted 
in   an    increase   of   U.S.    GNP   of  up   to  $3. 

The   Banking   Committee   recognizes    that   comparable  Government 
expenditures    in   this    country   could   also  have   a  significant 
multiplier   effect   on    the   U.S.    GNP.      Because   of    the  banks' 
multilateral    framework,    however,    the   costs   of  MDB  operations 
are   spread   over  many   nations.      The  multilateral    process  helps 
bring  other   countries    into    the   development   aid   business — one 
U.S.    dollar    is    matched   by    three   dollars    contributed   by  other 
nations — and    the   U.S.    share   of   MDB   financing  has  declined 
significantly    in   recent   years.      The   banks   have   not   borrowed  in 
the   U.S.    capital   market   since    1978,    moreover,    and   75    percent  of 
all   MDB   funds   have   come    from  other   countries.      Thus,    the  United 
States    has   been   able    to   participate    in  MDB  procurement 
(financing   a   significant   share   of   U.S.    exports    to  developing 
nations)    and   to   benefit    from  MDB   operations    in   this   country  at 
relatively    low  cost    to    the   U.S.  Government. 
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U.S.    Foreign   Policy   and    the  Banks 


The    Banking   Committee   also   notes    that    the  multilateral 
development  banks   have   been   playing  an   increasingly  important 
role    in   U.S.    foreign   policy   during   recent   years.      The   banks  are 
not    the   most   effective  vehicles    for   pursuing   short-term  foreign 
policy   goals.      They   are,    however,    useful    in  helping   to  shape 
the   pattern  of   relations   between   the   developed   and  the 
developing  nations.      The   banks    serve   as    important  bridges, 
helping   to    link   the   political   and   economic   concerns   of  their 
donor   and   recipient   countries.      In  much   of    the  developing 
world,    the    language   of   politics    is    the    language   of  economic 
growth,    and   developing   country   leaders   generally   see  U.S. 
active   participation   in   these   international   agencies   as  symbols 
of   our   concern    for    their  needs.      The   banks    provide    forums  for 
constructive   dialogue   and   cooperative   action  on  common 
international    problems,    and   they   encourage   common  perceptions 
about   basic    issues    and   priorities    in    international  economic 
policy. 

The   developing   countries   have   been   increasingly  important, 
in   recent   years,    to    the   success    of   U.S.    foreign   policy    in  a 
range   of   areas.      Some   have   nuclear   capabilities   while  others 
occupy   key   geographic    locations,    and  many   others    are  important 
suppliers   of   oil    or   other   raw  materials    to   world  markets.  U.S. 
national    interests    are    linked   as   much    today  with    the  developing 
nations    as   with   the   countries   of   the   developed  world.  The 
United   States    also  works   with    these    countries    in    a   number  of 
other   functional   and   policy  areas.      Administration  witnesses 
have    frequently   testified,    in    the   past   decade,    that    issues  such 
as    international   trade   and  monetary  reform,    terrorism,    law  of 
the    sea,    and   development    finance   are   often   so    intertwined  that 
the   United   States   cannot   expecc  much   cooperation   from  other 
countries    in    its   high-priority   areas    unless    it   also  cooperates 
with    them  in   their   areas   of   special  concern. 

The  multilateral   banks   have   also   been   important  mechanisms 
for   channeling   assistance    to   countries   of   special    importance  to 
the   United   States.      While    there    is   no    guarantee    in   the  short 
term  as    to   which   nations   will    get   MDB   aid,    most   of   their  loans 
over    the    long    term  have   been   concentrated    in   countries    or  areas 
of   special    interest    to    the   United   States   and   the   other  donors. 
As    Table    2    indicates,   most   World    Bank   assistance    in    1980  sent 
to    two   dozen   countries,    almost   all   of   them — Brazil,  Turkey, 
Korea,    Egypt,    Pakistan,    and  Mexico,    for   example — countries  of 
key   significance    to   U.S.    foreign   policy.      In  many   of  these 
areas,    the   United   States   would  have  had    serious  difficulties 
providing  an   equal   volume   of   development   aid   on   a  bilateral 
basis.      The   multilateral    framework   of    the   MDB   program  allows 
the   donor   countries    to    pool    their   resources    in   order   to  provide 
substantial    levels    of   assistance    to   key  nations. 
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THE   NEED   FOR  ACTION 


The    IDA  Sixth   Replenishment    cannot    go    into   effect   until  the 
United   States   adopts   authorization   legislation    for   the  full 
amount   requested    for   U.S.    participation   in   the  replenishment. 
The    IDA   funding   plan   is    a    joint   arrangement.      The   27  percent 
U.S.    share    is   needed   to   achieve    the   80   percent   acceptance  level 
which   is   necessary    to    trigger   the   agreement.      Action   on  this 
proposal   has   been  delayed  while   Congress   has   been  considering 
the   legislation.      IDA  has   exhausted   all    its   regular  resources, 
and   our   allies   have   had    to   provide    it   with    $1.9   billion  in 
advance   payments    in   order   to   keep   it    functioning.  That 
bridging  arrangement   has   now  come    to   a   halt,    and   IDA  will  be 
unable   to  make   any   new   loans   until    the   United   States   enacts  the 
pending   legislation.      The  basic   continuity   of   the    IDA  program 
would  be   threatened    if   the   United   States   were   to    insist  on 
renegotiation   of    the    Sixth   Replenishment   plan.      Any  such 
negotiations  would    probably  be    long   and   difficult,    in   any  case, 
and   there    is   no   assurance    that    the    final    product   would  an 
improvement   over    the   proposal   currently  before   the  Congress. 
Indeed,    there    is    a   possibility   that — in   light   of    the  changed 
economic   circumstances    for    the   other   donor   nations — the 
renegotiated   terms   would   be    less   advantageous    for    the  United 
States   than   those   in   the   current   proposal.      The  Banking 
Committee   suggests    that   any   congressional   views    on  modification 
of   IDA  programs   should  be   directed   toward   the  next 
replenishment,    rather    than   toward   action   at    this   point  which 
could   prejudice   the   basic   continuity   of   these  programs. 

It    is   also   important    that   Congress   move   soon   to  authorize 
U.S.    participation    in   the   other  MDB   funding  agreements.  U.S. 
membership    in    the    African  Development    Bank   is    a   goal  long 
sought   by   Congress.      At    present,    the   United   States  only 
participates    in   the    Bank's   concessional    loan  facility. 
Membership   in   the   AFDB  will   enable   the   United    States  to 
participate    in    the    decision  making   process    for    the  parent 
institution  as   well,    and   allow  U.S.    citizens    to   serve   on  the 
Bank's    staff.      Because    the   United    States    is    scheduled    to   be  the 
largest  non-regional   member   country    (with   5.7    percent   of  the 
AFDB   stock),    this   country  will   be   able    to   have    its  own 
executive   director   on   the   AFDB  board.      If   we    join   the  Bank 
late,    however,    it   may   be    too    late    for   us    to   secure    the  election 
of  an  exclusive  U.S.  representative. 

Similarly,    it    is    important    that   Congress   authorize  the 
remaining   portions   of   the   U.S.    subscriptions   and  contributions 
to    the   Inter-American  Development    Bank    (Fifth  Replenishment) 
and   the   Asian  Development   Fund    (Second  Replenishment).  In 
1980,    Congress   made    provisional    10   and    15   percent   reductions  in 
authorizations    for    these   replenishments.      The  member  countries 
subsequently   agreed    to   employ   a   two-stage   procedure    for  these 
funding   plans.    .  Without   U.S.    participation,    the    final   stage  of 
the   agreements    cannot   be   implemented   as   negotiated.      The  United 
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States    achieved    a    number   of    important   objectives   during  the 
original    negotiations    on    those    replenishment    a g r e eme n t s - - t h e 
provisions    in    the    IDB    plan   specifying    that   half    its  future 
assistance   should   go    to    low    income    groups,    for   example,    and  the 
ceilings    on    future    IDB   assistance    to    the   region's  largest 
countries.      Full   retention   of    these   gains   could   be  jeopardized 
if    the    last    portion   of    the    basic    IDB   and   ADF  replenishment 
agreements   were   not    to   go    into  effect. 


CHAPTER    1    --   WORLD   BANK  GENERAL   CAPITAL  INCREASE 


This   bill   authorizes    the   United   States    to   participate  in 
the   General   Capital   Increase.      It    empowers   the    Secretary   of  the 
Treasury    to   vote    for    the   resolution   expanding   the   capital  stock 
of   the   International   Bank   for   Reconstruction  and   Development  by 
365,000    shares.      It    also   empowers    the   Secretary    to   subscribe  on 
behalf   of    the   United   States    to    73,010    shares   of   IBRD  capital 
stock,    22   percent    of   the    total.      The    legislation   provides  that 
the    rate   and   extent   of   these    subscriptions   shall   be   governed  in 
advance   by   program  ceilings    in    the   annual   appropriations  acts. 
Only   7    1/2   percent   of    the   U.S.    subscription   ($658  million) 
meeds    to   be   paid    in   at    the    time   of   subscription;    the  remainder 
($8.1   billion)    is    to   be   subscribed   as    callable   capital.  The 
actual   outlays    for    the   paid-in   subscription  will   be   only  $11 
million   annually   in   fiscal   years    1982-85,    with   the  remainder 
being   payable    in  1986-89. 

The   Banking   Committee   determined   that   it    is   not  necessary 
at    this    time    for    Congress    to   authorize    the   appropriation  of 
callable   capital    in   conjunction  with    this   new  U.S.  subscription 
to    the    IBRD.      Over    $8   billion   is    already   available  without 
further   congressional   action   to   cover   the   existing  U.S. 
subscription   to   World   Bank   callable   capital.      This   new  $8.1 
billion   subscription   for   callable   capital   would  be  an 
additional   contingent    liability,    which    is   also   backed   by  the 
full    faith   and   credit   of   the   United    States.      The  Banking 
Committee   believes    it    is   extremely  unlikely    that   any   of  this 
callable   capital   will   ever   need    to   be    called.      The  existing 
level   of   available    funds    provides   adequate   coverage    in  any 
case. 


This    is    not,    in   any   respect,    a   reduction   in  U.S.  support 
for    the   World   Bank.      Quite    the   contrary:      it    is    a  congressional 
affirmation  regarding   the   soundness   of    that  international 
agency.      The   Banking   Committee    is    simply  making  here  a 
procedural   and    technical    change  which   conforms    to    the  new 
congressional   budgetary   and   appropriations    treatment  of 
callable   capital.      The   World   Bank  does   not   require  specific 
procedures   which   each   country   must    take   with   regard    to  its 
subscription  of   callable   capital.      This    is   a   domestic  matter 
which    the   Bank   leaves    to    the   discretion  of    its  member 
governments.      It    is    the   Banking  Committee's   view  that 
additional   appropriations   need   not   be   authorized    for  callable 
capital   at    this  time. 
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The    $44   billion   capital   expansion   of    the   World   Bank  was 
originally    designed    to   allow   it    to    increase    its  loan 
commitments   by   3    to   5    percent   annually   in   real    terms  through 
the   mid-1980s.      This    is   approximately    the    same    growth   rate  as 
in   recent   years    for    the    IBRD.      However,    higher   than  expected 
rates   of   inflation  mean   that   there   will   be    little   real  growth 
in    lending  during    this  period. 

The   GCI    is   needed   by    the    IBRD    to   assist    its  developing 
country   members    in   the   early   and   mid-1980s.      During   this  perio 
the   non-oil   developing  countries    are   expected    to  encounter 
expensive   oil    supplies    combined  with   steadily   higher  real 
prices    for   capital   goods   and   food  imports. 

The   IBRD   is    the   key   component   of    the   World   Bank   Group,  the 
most    important   development   institution   in   the  world.  The 
General   Capital   Increase   strengthens   the   capital   base   of  the 
IBRD  and,    therefore,    enhances    the    future   economic   prospects  of 
the   developing  countries    in  a   cost-effective  way.      The  Banking 
Committee   feels    that    favorable   action   should   be    taken   by  the 
Congress    in   support   of   the  GCI. 

The   Bank's   charter   spells    out   certain  basic   rules  that 
govern   its   operations.      It   must    lend  only   for  productive 
purposes   and    to   stimulate   economic    growth    in   the  countries 
where    it    lends.      It    must   pay   due    regard    to    the   prospects  of 
repayment.      Each   loan   is   made   to   a  government   or  must   have  a 
governmental   guarantee.      The   Bank   cannot   specify   that  the 
proceeds   of   the    loan  must   be   spent    in   any   particular  member 
country.      The   Bank's    decisions    to    lend  must   be   based  only  on 
economic   considerations.      Economic,    social   and  environmental 
consequences   of   a    project   are   examined  before   any   loan  is 
made.      The   IBRD  has   specific   policies    for   ensuring  that 
projects   use   appropriate   technology,    benefit   the  poorest 
sectors    of    the   population   to    the  maximum  possible   extent,  and 
do   not    finance   products    in   global    surplus.      IBRD  loans 
encourage   specific   economic   reforms,    such   as   realistic  public 
sector  pricing,    to   assure    the   financial    viability  of   the  loan. 

The   Bank  capital    is   subscribed   by   its    139  member  countries 
and   it    finances    its    lending  operations   primarily  from 
borrowings    in   the  world   capital   markets.      Since    1978,    the  Bank 
has   not   borrowed   any   funds   on   the   United   States,  turning 
instead   to   Europe   and   elsewhere.      Bank   loans   generally  have  a 
grace   period    of   5    years    and   are   repayable   over   20   years  or 
less.      They   are   directed    toward   all   member  developing 
countries,    but   generally   those   at   relatively  more  advanced 
stages   of  economic   and   social   development.      The    interest  rate 
the   Bank   charges   on    its    loans    is   calculated    in   accordance  with 
a   formula   related    to    the   cost   of  borrowing  funds. 

The   Bank's    affiliates,    the    International   Development  (IDA) 
and   the    International   Finance   Corporation   (IFC),    complement  th 
work  of   the   Bank.      The   IDA  provides   assistance   for   the  same 
developmental   purposes   as    does    the   Bank,    but    primarily    in  the 
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poorer   developing  countries   and   on   terms    that  bear   less  heavily 
on   their   balance   of   payments    than   Bank   loans.      More    than  50 
countries   are   eligible   under   present   criteria.      The   function  of 
the    IFC    is    to   assist    the   economic   development   of   less  developed 
countries    by   promoting   growth   in    the   private   sector   of  their 
economies    and  helping    to  mobilize   domestic   and    foreign  capital 
for   this  purpose. 

The    IBRD   is    the    largest   single   source   of  external 
development    finance.    As   of   June    30,    1980    the    IBRD   had  made 
cumulative   loan  commitments   of   $59.3    billion   to   assist  1,875 
projects.      During  FY    1980,    the    IBRD   committed    $7,644.2  million 
in   support   of    144   projects    in   48   developing  countries.      In  the 
previous   year,    commitments   of    $6,989.0   million  were   made  to 
help   finance   142   projects    in  44  nations. 

During   FY    1980,    the    IBRD  continued    to   emphasize  agriculture 
and   rural   development.      This    sector   received   $1,700.4  million 
in   new  commitments.      Other   priority   areas   of    IBRD   lending  were 
energy    ($1,913.0   million),    transportation   ($1,205.0  million), 
industry    ($393.5   million),    education    ($360.1  million), 
small-scale   enterprises    ($222.0   million),    urbanization  ($249.8 
million),    and   water   supply    and   sewerage    ($446.4   million).  The 
most    significant   developments    in   the   sectoral   composition  of 
the    IBRD's    lending   in  FY    1980   were    a    four-fold   increase   over  FY 
1979    (to   slightly   over   4    percent   of   new  commitments)    in  lending 
for   oil,    gas    and   coal   development,    and    the  beginning  of   a  new 
form  of   program  assistance — lending   for    structural  adjustment. 

The    IBRD's   energy   program   is   expected    to   expand    in  future 
years    to   help  developing  countries   meet    their   growing  energy 
needs   while   simultaneously   reducing    their   dependence  upon 
increasingly   scarce   and   costly   imported   oil.      Such   a  reduction 
would   be   of   great   benefit    to    the    United   States,    since    it  would 
ease   upward   pressure   on  world   oil    prices.      The  Administration 
has    raised   questions,    however,    as    to   whether    this  energy 
lending   should   be    a    separate   program  in   the   World   Bank,    and  the 
subject    is   now  under   review.      Structural   adjustment    lending  is 
designed   to   support    the   adjustment   of   o i 1- i mpo r t i ng  developing 
countries    to   higher   energy   prices    and   other   adverse  global 
economic    trends,    while  maintaining   their   development  programs. 
It    is    to   be   conditioned   on   adoption   of   specific  micro-economic 
and  ma c r o- e c onom i c   policies   aimed   at    improving   the  borrowing 
country's   fundamental   balance   of   payments   position.  Structural 
adjustment   lending   is    to   be   closely  coordinated  with   the  IMF. 
The   U.S.    Government    is   monitoring    the    progress    of   the  Bank's 
structural    adjustment   lending  program  and    its   relationship  to 
IMF  activities. 


The   sectoral   composition  of    IBRD   lending  has    shifted  in 
recent   years    towards   relatively    greater    priority    for  reaching 
the   urban   and   rural    poor   and    for   developing   indigenous  energy 
sources.      The   United   States    has   encouraged    this   evolution  of 
the    lending   program.      At    the   end   of   the    1960s,    nearly  60 
percent   of    IBRD   lending  went    to    the   development   of  infra- 
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structure.      However,    by   the   end   of   the    1970s    such    lending  had 
fallen   to   slightly   over   one-third   of    the    total.    About  40 
percent   of   IBRD   lending   is   now  directed   to   sectors    such  as 
agriculture   and   rural   development,    education,    population  and 
nutrition,    urbanization,    water   and   sewerage,    and  small-scale 
industries.      The   nature   of   infrastructure    lending  has  also 
evolved.      In   the    transport   sector,    for   example,  greater 
emphasis    is   being   placed  upon  maintenance    and   construction  of 
rural  roads. 

There  has    also  been  a    steady   increase   in   the   share   of  IBRD 
funds   going   to    the   poorer    countries.       IBRD    lending    to  member 
countries   whose   per   capita  GNP   in   1980    did  not   exceed   $625  has 
increased    from  23   percent   of   all    IBRD   commitments   during  the 
period  FY   1969-1973    to   34   percent   during   the   period  1974-1978. 
Conversely,    IBRD   recipients   with   a    1978   per   capita  GNP  in 
excess   of   $1,745    received   20   percent   of   new   IBRD  commitments  in 
FYs    1969-1973,    but   are   expected    to   receive   only    11    percent  of 
new  commitments    in  FYs    1981-1985.      During   the   last    few  years 
several    countries — such   as    Ireland,    Spain,    Greece  and 
Singapore — have   been   "graduated"    from  eligibility   for  IBRD 
lending.      This    is    a   logical   continuation   of    a   policy    that  has 
been   in   existence   since   the   Bank  was    founded — Germany,  France 
and   Japan   are   only   a    few  who  were   among   the   original  borrowers 
from  the   Bank  before   their   economies   were  rebuilt. 

The   IBRD  derives    funds    for   lending    from   the    five  following 
sources:    paid-in   capital   subscriptions;    borrowings  from 
official   and   private   lenders;    principal   repayments   on  previous 
loans,    retained   earnings;    and  bond   sales.    The  relative 
importance   of   these   sources   during    the    Bank's    last    three  fiscal 
years   has  been: 


$  millions 

percent 

Ne  t  Borrowings 

7  ,  816 

64.5 

Loan  Repayments 

2,6  51 

21.9 

Retained  Earnings 

1,073 

8.9 

Loan  Sales 

252 

2.0 

Capital  Subscriptions 

324 

-All 

TOTALS 

$12,116 

100  .  0 

The  IBRD,  in  its  36  years  of  existence,  has  never  had  a  default 
on  a  loan,  a  record  which  contributes  to  its  AAA  bond  rating  in 
the  world   financial  markets. 

The   Banking  Committee  believes   that   the   operations   of  the 
World   Bank   along  with    its   affiliates,    the    IDA  and   the   IFC,  are 
vital    to   overall   U.S.    interests,    both   in   strategic    terms  and 
for    their  contribution   to    the   strength   of   the   global   economy  as 
a   whole.      The   General   Capital   Increase   of   the   Bank   represents  a 
major   component   of   U.S.    diplomatic   and    foreign  economic 
policy. 
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The   benefits    to    the   United   States   of   an   open,  growing, 
market   oriented  world   economy  have   been  demonstrated    in  recent 
years   with   respect    to    the   developing  countries,    which  together 
comprise   40   percent   of    the   U.S.    export  market.      The   share  of 
U.S.    economic   output   devoted   to   total   exports   has  almost 
doubled   over    the   past   decade,    from   6.4   percent    in    1970    to  over 
12    percent    in   the    first   half  of    19  80.      The   United   States  also 
receives   significant   direct   economic   benefits    from  procurement 
of   goods   and   services    in   this   country    for  IBRD-assisted 
projects.      Since    the    IBRD's   establishment,    such   procurement  has 
amounted   to   at   least    $6.3    billion,    or   almost   seven   times  the 
$934.7  million   total    of   U.S.    paid-in   capital.      IBRD  procurement 
in    the   United   States    is   now  approximately   $450    -    $500  million 
annually.      The    Bank   is    a   c o s t -e f f i c i en t   channel    for  U.S. 
economic   assistance   as   well.      Each   dollar   of   U.S.  paid-in 
capital   supports   about    $60   of  lending. 

The    IBRD  assists    in   the   development   of   new   sources   of  raw 
materials    in  developing   countries.      Increased   production  of 
internationally    traded   raw  materials  helps   diversify  U.S. 
sources    of   supply   and   thereby   makes    it   more   difficult  for 
producers   to   join   in  cartels. 

Fundamental  humanitarian   goals    are   also   served  by  the 
IBRD's   emphasis    upon  alleviating  mass   poverty.      The  IBRD 
estimates    that   800   million   people   people    in   the  developing 
countries    live    in   conditions    of   absolute   poverty.      The   lives  of 
these    individuals   are   characterized  by    illiteracy,  disease, 
high   infant  mortality,    and  malnutrition   so    severe    in  some 
instances   as    to  have   caused   permanent   brain  damage.      The  IBRD 
has   established   special   urban   and   rural   poverty   units    to  inelp 
ensure   that    its    projects   are   designed   to   benefit   the   poor  to 
the  maximum  extent    feasible.      The   United    States    has  encouraged 
these   IBRD  initiatives. 

Finally,    the   Bank's   multilateral   character   enables    it  to 
give   policy   advice    and    to   prescribe   sound   economic  conditions 
without   the   political    constraints    inherent   in  bilateral  aid 
relationships.      A   "western"  ma r ke t -o r i e n t e d   economic  outlook 
has    traditionally   guided   the   Bank's    policy   advice.      In  the 
Banking   Committee's   view,    the    interests   of   the   United  States 
can  best   be    served   by    its    continuing   support   for  the 
development   of   a   global   economy  which   reflects    this  guidance. 

The   net   external    financing  requirements   of   the  non-oil 
developing  countries    in    1980   were   about    $74  billion,    and  these 
requirements   are   expected   to    increase   on   the    future.  During 
the    1980's    the   non-oil   developing  countries   will    face  a 
difficult   global   economic    environment   due   to   real   oil  prices 
roughly   two-thirds   higher    in    1980    than   in    1977,    slower  economic 
growth    in   the  western   industrial   countries   which   are    their  main 
markets    and   uncertain   prospects    for   bilateral   aid  levels. 
Accordingly   IBRD   lending  will   be   essential    if   the  developing 
countries   are    to  make   adequate   economic    and   social  progress. 
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CHAPTER   2    --   INTERNATIONAL   DEVELOPMENT  ASSOCIATION  (IDA) 


The  bill   authorizes    the   United   States    to   agree  to 
contribute   $3.24   billion   toward   the   Sixth   Replenishment   of  the 
International   Development   Association,    subject    to  obtaining  the 
necessary   appropriations,    and   it   authorizes    the  appropriation 
of    $3.24  billion  without    fiscal   year   limitation   to  effect  that 
contribution. 


Because   of   constraints    in   the   reconciliation  base  assigned 
by   the   Congressional   Budget    Office,    the   Banking   Committee  was 
only   able   to   authorize    the   appropriation  of   $298  million  for 
the    International   Development   Association   in   fiscal   year  1982. 
The   Banking  Committee   redistributed   substantial   amounts  of 
Budget   Authority    from   the   regional   banks'  concessional 
affiliates    to   the   IDA  account   in   order    to   allow   this  possible 
appropriation.      The   CBO  baseline   included   no   new  budget 
authority   for   IDA.      The   Banking  Committee   believes   it  is 
important,    however,    to   make   some    funding    for   IDA  available  in 
its    reconciliation  package. 

The   Banking   Committee  notes    that    the  Administration 
requested    $850   million    for   IDA   in   fiscal   year    1982   and  also 
notes   that    the   First   Congressional   Budget   Resolution   adopted  on 
May   20,    1981   allowed    for    full    funding   of   IDA   for    fiscal  year 
1982    in  Function  150. 


The   contribution  would  be   payable   over   a  multi-year 
period.      Altogether   the    International    Development  Association 
Sixth  Replenishment  will   provide   $12    billion.      The  United 
States    share   of    this   would   be   27%   of    the    total.      In   the  last 
replenishment   of   IDA  resources,    the  United   States'    share  was  31 
percent.      In   the    first    IDA  contribution,    the   United  States' 
share   came    to   42%.      The   currently  proposed   share  compares 
favorably   to    Congressional   goals    and  maintains    the    trend  toward 
a   declining  share   by   our  country. 

The    Sixth   Replenishment   was    intended   to   enable    IDA  to 
finance   a   real   annual    increase   of  4%   -    5%    in   IDA  lending. 
Since    it   assumed   an   international    inflation   rate   of    7  percent 
and   the    1979-80    rate   average    12    percent,    however,    the  new 
replenishment   will   not   be   able    to  maintain   the   current    level  of 
IDA   lending   in  real    terms    if   recent   rates  continue. 

IDA   is    the  world's    largest    single   source   of  multilateral 
development  assistance    for   lending  on   concessionary  repayment 
terms.      IDA's   loans    for   economic    projects  must  measure   up  to 
the   standards    for    loans   offered  by    the   World   Bank   itself.  They 
must   demonstrate  high  economic   rates    of   return   as   well  as 
compatibility  with   a   sound  development  plan. 

All    IDA  credits    to   date   have   been    for    a   term  of   50  years. 
After   a    10-year   period  of   grace,    1    percent   of   the    credit  is 
repaid  annually    for    10   years,    while    in   the   remaining   30  years, 
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3    percent    is    repaid   annually.      There   is    an   annual  service 
charge   of   0.75   percent    on    the   disbursed   portion   of   each  credit 
to   cover   administrative   costs.      All   credits   are   repayable  in 
convertible  currency. 

The    functional   distribution  of    IDA   lending  has  emphasized 
the   basic   needs   of    its   borrowers   who   generally  have  traditional 
rural-based   economies   with   an   underdeveloped  infrastructure. 
Agriculture,    the   leading   sector,    cumulatively   has   received  37 
percent   of   lending,    or    $7,697   billion.      Agriculture  remained 
the    largest   sector    in    the    fiscal   year    1980   period.  Almost 
two-thirds    of   the   agricultural    funds   have   gone  into 
agricultural    credit,    area   development   and   irrigation,  flood 
control,    and   drainage.      Other   areas   of   agricultural  activity 
include:      livestock,    perennial    crops,    forestry,    and  fisheries. 

From  IDA's    inception,    the   geographical   distribution   of  its 
lending  has   emphasized    South   Asia,    where    the  majority   of  the 
wqorld's    poorest   people   live.      Through   June   30,    1980    a    total  of 
$11,956   billion    (58   percent)    in   cumulative   lending   to  current 
borrowers   has   gone    to    this    area.      The   main  borrowers   have  been 
India,    Bangladesh,    and  Pakistan. 
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The   current   rather   bleak   prospects    for    the  low-income 
countries    of   Africa   and   Asia   give   IDA   a   vital    development  role 
to   play    in   the    19  80 's.      IDA  is    the    largest   source  of 
concessional   external    financing    for    the   developing   countries  of 
the   world,    and    the   centerpiece   of  multinational   efforts  to 
utilize   concessional   resources    effectively  within  broad-based 
development   strategies.      As    such,    it   unquestionably  will   be  the 
major   hope    for    the   poorest   developing   countries    and    their  one 
and   one-quarter   billion   people    over   the   next  decade. 

IDA  will    be    crucial    in   determining  whether   per   capita  food 
production    in   the   poorest   countries   will    increase   and  whether 
real    progress    is   made    in   alleviating  world   hunger.  Nearly 
two-thirds   of   the   external    financing   requirements   of   the  low 
income   developing   countries   will   need    to   be   met  through 
disbursements   of   concessional   capital,    of  which   IDA  will   be  the 
largest   single   source,    during    the    last   half   of    the    1980's.  IDA 
will   be   key    in   determining  whether    the  more   than   800  million 
persons   mired    in   absolute   poverty   can   be   significantly  reduced 
by   the   end   of   this   century.      It   will   depend   largely  upon  IDA  as 
to  whether    the   poorest   developing  countries   will    be   able  to 
undertake   programs    to   improve   education,    health,  sanitation, 
housing,    nutrition,    and   population   control   during   the  1980's. 
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About   90   percent   of   IDA   lending   goes    to   countries  with 
annual   per   capita   incomes   below   $320    (1978  dollars).      None  of 
IDA's   recipients    has    a   per   capita   income   above   $625.      The  54 
current    IDA  borrowers   account    for   approximately    31    percent  of 
the   world's    population,    but    only   3    percent   of    the    global  gross 
national   product.      Average    life   expectancy    in   these  countries 
is    about   50   years,    the   adult   literacy   rate    is    36   percent,  and 
the    labor   force    is    expanding   at    2   percent   per   year.  IDA's 
lending   policy   focuses   on   development   projects  which   reach  the 
lowest   40   percent   of    the    income   earners   within   the  borrowing 
countries  . 

During   19   years   of   operations    (through   June   30,    1980),  IDA 
has   made   development   credits   aggregating    $20.6   billion   to  74 
countries.      There  has   never   been   a   default   on   an  IDA   loan  by 
any  borrower. 


CHAPTER   3   --   AFRICAN   DEVELOPMENT  BANK 


The  bill   would   authorize    the   United   States    to   join  the 
African  Development   Bank,    and   sets    forth   provisions   relating  to 
such  membership.      These   provisions    are    in   conformity  with 
existing   law   relating   to   United   States   membership   in  other 
multilateral   development  banks. 

The   United   States  would,    under   terms   of    the  bill,  subscribe 
to    $359.73   million  of   African   Development    Bank   stock.      Of  this 
subscription,    25   percent    ($89.93  million)    would   be   paid  in 
and75   percent    ($269.80  million)    callable.      This  represents 
17.04   of   the   s  tock  available   to   non-regional   countries,    and  is 
consistent   with    the   current    United   States    share    in   the  Bank's 
concessional   loan  window,    the   African  Development   Fund.      As  in 
other   cases,    only    the   paid-in  capital   represents    an  actual 
budget   outlay;    the   callable   capital   results    in  no  actual 
expenditure,    unless    the    Bank  makes    a   call,    which    is  extremely 
unlikely.      No   callable   capital    in   any  MDB   has   ever    led    to  an 
outlay. 

The   African   Development   Bank   originated   in   1964,    and  it 
makes    loans   on  near-market    terms    to  member   countries.  In 
keeping  with    the   nature   and   needs   of    its   member   countries,  the 
Bank   primarily  makes    loans    to   support   agricultural  development 
and   provide   critically  needed   infrastructure  projects. 

Until    1979,    only   African  countries   could   be  members    of  the 
Bank.      In   May    1979,    the   Bank   invited  nonregional   countries  to 
consider  membership.      The   acceptance   of  nonregional  members 
will   enable   the   Bank    to   substantially   increase    its  capital 
resources    and  become    a  more   effective   source   of  development 
assistance  within  Africa.      It    should  be   noted   that  the 
Inter-American   Development    Bank   also   restricted    its  membership 
to   regional   countries    for  many  years,    accepting  nonregional 
members   only    in  1977. 


116 


The   African  Development   Bank  will    expand   its    Board  of 
Directors    from   9    to    18   members,    in  order    to  provide 
directorships    for    the   new,    nonregional  members.  Twelve 
directorships   would   be   reserved    for    regional  members,    and  six 
allocated   to   nonregional   members.      If    the   United   States  takes 
up    its    full   subscription,    its    shares   would   be   sufficient  to 
give    it    a    director   of    its   own,    rather   than   to   share   a  director 
with   other  members.      The    United   States   would   be    the  sole 
nonregional    country   with    its   own   director.      Completion    of  the 
nonregional  membership   process    is    likely    to   occur   by  mid-summer 
of    1981.      There    is    a    strong   possibility   that    the   United  States 
will    lose    the   opportunity    to   name   a   director    to    the   Board  for 
the    initial    3-year    term   if   the   authorization   is   not   enacted  by 
that  time. 


Under    the    charter   of    the   African   Development   Bank,  each 
member   of    the    Bank   shall   have   626    "membership  votes"    and  one 
vote    for   each   share   of    the   capital    stock  of   the   Bank   that  the 
member   holds.      This   means    that   upon  becoming   a  member  and 
subscribing   5.7    percent   of    the    Bank's    total    capital,    the  United 
States   will   have    5.4   percent   of    the    total   voting   power.  This 
U.S.    subscription   represents    17    percent   of    the  nonregional 
portion   of    the    Bank's    capital   which   entitles    the   United  States 
to    16.2    percent   of   the   regional  votes. 

The   agreement   establishing   the    African   Development  Fund 
provides    that    the   African  Development   Bank   and    the  nonregional 
donor   countries   as    a   group   each   have    1,000   votes   or   50  percent 
of   the   voting   power.      Each   governor   representing  the   Bank  has  a 
share   of    the    1,000-vote    proportionate    to   his    position    in  the 
Bank.      Each   governor   representing   a    nonregional    donor  country 
has    a   share    of    the    1,000   votes   allocated    to    the   donor  country 
proportionate    to   his    country's    subscription   to   the  Fund. 

The    Fund's   board   of   directors    is    comprised   of   six  directors 
representing   the   members   of    the   African  Development   Bank  and 
six   directors   representing    the   nonregional   donor  countries. 
Each   group   in   the   Fund    (AFDB   and   nonregional   donors)    has  1,000 
votes    or    50    percent    of    the   voting    power.      Each   of    the  six 
directors    from   the    Bank   controls   one-sixth   of    the    1,000  votes 
allocated    to    them   as    a    group.      Each   of   the    six  nonregional 
donor   country   directors   has    the   number   of  votes   held   by  the 
country   or   countries   he  represents. 

When   the   United   States   contributes    its    full   share   of  the 
second   replenishment   of    the    African   Development    Fund    it  will 
have   contributed   13.9    percent   of    the   Fund's    resources   and  hold 
7.1   percent   of    the    total   voting   power.      However,  all 
operational   matters   brought   before   the   board   of   governors  or 
board    of   directors   must   have   decided   by   a    75    percent  majority 
of    the    total   voting   power   of   the   participants.      Hence,    the  Bank 
with   50    percent   of   votes    in   the    Fund   does   not,    by    itself,  have 
sufficient   voting   power   to   establish  Fund  policies. 


The    proposed   nonregional   subscriptions   would   result    in  an 


117 


increase   of  African   Development   Bank  capital    from  $1.5  billion 
to   an  eventual    $6.3   billion.      About   56   percent   of   the  increase 
would   be   provided  by   African  countries,    the   balance  by 
nonregional  members. 

The    largest   nonregional   subscriptions  would  be   by  the 
United   States,    Japan   and    Germany,    respectively.      The  proposed 
subscriptions   and   shares   are   set    forth  below: 

As    in  other  multilateral   development   banks,    the  African 
Development   Bank   raises    its    lending   resources   primarily  on  the 
international   capital   markets.      Loans   of    the   Bank   go  to 
m idd 1 e- i nc ome  African   countries,    which,    in   comparison  to 
middle-income   countries    of   other   regions,    are   poor   indeed.  Per 
capita   annual    income    in   the  middle-income   countries  of 
Sub-Saharan   Africa  amounts    to   an  average   of   only    $460,  about 
half   that   of  m i d d 1 e- i nc ome   countries  elsewhere. 


The   African   Development    Bank    is    perhaps    the  strongest 
source   of   economic   cooperation  within    Sub-Saharan  Africa.  This 
volatile   area    is    of   substantial    and   growing   importance    to  the 
United   States.      Our   participation    in   its   principal  development 
institution   if   important   not   only   to    furthering    the  prospects 
of   countries    that   confront    immense   needs,    but    to    the  building 
of   needed    links   between    the   United    States    and  nations    of  that 
region.      Since  we   already   contribute   to    the  African  Development 
Fund,    United   States   membership   in   the    Bank    is   appropriate  and 
t  ime ly  . 


CHAPTER   4    --    INTER-AMERICAN   DEVELOPMENT  BANK 
AND   ASIAN  DEVELOPMENT  FUND 


This    title   authorizes    the    completion  of   funding   for  the 
Inter- Am erican  Development    Bank    (IDB)    and    its  concessional 
affiliate,    the   Fund    for   Special   Operations    (FSO)    for  the 
four-year   period    1979-82.      The   U.S.    Governor   of   the    IDB  is 
authorized   to   contribute   $70,000,000    to    the   FSO   subject  to 
obtaining   the   necessary   appropriations.      Some    $274,920,799  is 
authorized   for   appropriation,    in   order   to   pay    for   the  portion 
of    the    increase    in    the   U.S.    subscription    to    the   capital  stock 
of    the   IDB  which   was   deferred   in    1980.      Only   7    1/2   percent  of 
this    ($20,625,000)    is    to   be   paid-in,    and    the  remaining 
$254,375,000    is    to   be   subscribed   as   callable  capital. 

The   title   also   authorizes    the   Secretary   of   the   Treasury  to 
contribute  on   behalf  of   the   U.S.    $66,750,000    to   the  Asian 
Development    Fund,    the   Asian  Development    Bank's  concessional 
loan  window,    subject    to   obtaining   the  necessary 
appropriations . 

In    1980,    Congress   approved  U.S.    participation   in  new 
funding  agreements    for    the    Inter-American   Bank   and    the  Asian 
Fund.      Final   action  on   those   agreements   cannot   be  completed, 
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nowever,    until    the   Congress    authorizes    funds    to   cover  short- 
falls   in    the    prior   legislation.      If    these   shortfalls   are  not 
covered,    the   other   donor   countries   will   not   be   able    to  make 
their   agreed   contributions    to    the    two  multilateral  agencies. 
(The    funding  agreements   require   phased  matching 

contributions.)  Lack  of  U.S.  funding  could,  therefore,  deny 
the  two  agencies  access  to  much  more  than  just  the  remaining 
U.S.    funds . 

The    Banking   Committee  notes    that    full    funding  of  the 
President's    requests    for    the    Inter-American   Bank   and    the  Asian 
Bank   are    included   in   functional   category   150    of  the 
congressional   budget.      Budget   authority    for   several   Md B 
programs   was    not    included,    however,    in   the   Committee's  CBO 
baseline    for    the   reconciliation   process.      Consequently,  the 
Banking  Committee  notes    that    it   had   to   operate   under  special 
pressures   during    its    review  of  MDB  authorization   levels    for  the 
fiscal   years    1982,    1983,    and  1984. 

The   ADF  makes    loans    to   several   countries    in   Asia  which  are 
crucial    to   U.S.    strategic   interests    in   the    Indian  Ocean  region: 
Pakistan,    Burma,    Nepal,    Bangladesh   and    Sri    Lanka.      The  United 
States   succeeded,    in   the   new   replenishment   agreement,  in 
persuading    the   other    countries    to    let    the  Phillipines, 
Thailand,    and   Indonesia   also  borrow  modest    sums    for   basic  human 
needs    projects.      Additionally,    the   United   States   obtained  an 
agreement   that   agriculture  would   continue   to   be    the  primary 
lending   sector   and    that    lending  would   remain    focused   on  the 
poorest   segments    of   the  population. 

The    IDB   replenishment   package   also   represents  successful 
achievement   of   U.S.    goals    in   the   negotiations.      Guidelines  were 
adopted   stipulating   that   50   percent   of   all    IDB   lending  must 
benefit    the   poorest   segments    of   the   population.      The  lending 
program   for    the    IDB  was   restructured    so    fewer   countries    are  now 
eligible    for   concessional    assistance.      Consequently,    the  FSO 
account    is    going    to   be   smaller    than    in   previous   years    and  its 
lending  will   be    targeted  more   effectively   toward   those  who  need 
it  most.      Ceilings   were    also   set    for    future    lending  to 
Argentina,    Brazil,    and  Mexico,    lessening   their  relative 
reliance    on   IDB   assistance   as    their   economies   grow,    and  opening 
up  more    resources    for   other   regional  countries. 


CHAPTER    5    —    OPPOSITION   TO   ASSISTANCE    TO   CERTAIN  COUNTRIES 


The   Banking  Committee   authorized   language    in   the  bill 
requiring    the   United    States   Executive   Directors    at    the  World 
Bank   and   Asian  Development   Bank    to   actively  oppose   aid  to 
Afghanistan   and   Vietnam  unless    specified   conditions    are  met. 
It    also   requires    the   United   States    representatives   at    the  World 
Bank   and    Inter-American   Development    Bank    to   actively  oppose 
membership  by   and   assistance   to   Cuba  unless  specified 
conditions    are  met.      This    legislation   puts    the  multilateral 
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development   banks    and   other   countries   on   notice  about 
congressional   concerns    in   this  area. 

In   order   to   provide    flexibility   to   the   President  within 
safeguarded   limits,    the    legislation   sets   out    for   each  named 
country   specific   conditions    that    shall   guide   U.S.    policy.  The 
President  may   permit    the   U.S.    representatives   at    the   banks  to 
support    lending   for    these   countries    if  he   determines  anbd 
reports    to   Congress    that    the    specified   reasons    for  U.S. 
opposition   to    that   assistance  have   ended.      In  effect,  the 
legislation   specifies    a   list   of   conditions   by  which  U.S. 
relations   in   the   multilateral   banks   with   the    listed  countries 
could   be  normalized. 

The   legislation   further   requires    that    the   United  States 
Executive   Directors   of   all  multilateral   development   banks  shal 
actively  oppose   aid    to   countries   which   engage   in  economic 
boycotts   against    the    United   States.      The   Banking  Committee 
believes    that    it  makes   no   sense    for   the   United   States    to  give 
even    the   appearance   of   supporting  economic   aid    for  countries 
which   are  waging   economic  warfare   against   the   United   States  or 
its  citizens. 


Af_ghjan_i_sjt  a  n 


The  bill   requires    the   U.S.    Directors   of   World  Bank  and 
Asian  Development    Bank    to   actively   oppose   any   new  extensions  o 
assistance    to   Afghanistan  unless    the   President  determines  and 
reports    to    Congress    that   Afghanistan    is    free    from  all  military 
domination  by   the    Soviet   Union  or    that   all    Soviet    troops  have 
been  withdrawn    from  Afghanistan      and    the    Secretary   of  the 
Treasury   determines   and   reports    to   Congress   that  such 
assistance  will   be   used    for    the  benefit   of   Afghanistan   and  not 
for    indirect   assistance   to   the    Soviet  Union. 


Vie  t nam 


The   bill   requires    the   U.S.    executive   Directors   of   the  Worl 
Bank   and   Asian   Development    Bank   to   actively   oppose   any  new 
extensions   of   assistance    to  Vietnam  unless    the  President 
determines    and   reports    to   Congress    that    the   Socialist  Republic 
of  Vietnam  has   withdrawn   its    troops    from  Laos   and   Kampuchea  an 
that   such  assistance  will   not   be   used    to    finance  Vietnamese 
external  military   activities;    that   Vietnam  is    not  threatening 
the   stability   and   security   of   Southeast    Asia;    and    that    it  is 
cooperating  with   the   United   States    in  helping   to   account  for 
United   States  military    personnel  missing   in   Southeast  Asia. 
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Cuba 


The   bill   requires    the   U.S.    representatives   at    the  World 
Bank   and    Inter-American   Development    Bank   to   actively  oppose 
membership  by   or    aid   to   Cuba   unless    the   President  determines 
and   reports    to    Congress    that   Cuba    is    not  threatening 
international   stability   and    the   national   security  of   the  United 
States    through    its    support    for    foreign  revolutionary  activities 
or    its   military   involvements    in  Africa  or   elsewhere,    and  that 
Cuba   has   demonstrated    its    creditworthiness    by   agreeing  to 
provide   U.S.    citizens   adequate   and   effective    compensation  for 
their   Cuban   properties   which  were   expropriated   or  nationalized 
after    the   Castro   regime   took   power    in  1959. 


Bolivia 


In   addition   to    the   countries   named   in   this  legislation, 
considerable   concern  was   expressed   over  multilateral   aid  to 
Bolivia   because   of   nation's    involvement    in   international  drug 
trafficking.      The    1972   Rangel   amendment   requires    the  Secreatry 
of   the   Treasury   to    instruct   the   U.S.    Executive  Directors   at  the 
multilateral   banks    to  vote   against    loans    to   any    country  in 
which   the   government  has    failed,    according   the    the  President, 
to   take   adequate   steps    to   prevent    the    illegal    sale   of  narcotics 
or   other   controlled   substances   to   U.S.    Government  personnel 
stationed    in    that   country   or    to   prevent    the    illegal   export  of 
such   drugs    to    the   United  States. 

The   Committee    inquired  of   State   Department  Acting  Assistant 
Secretary   Linnemann   about    the   status    of   drug  exports  from 
Bolivia  and    the   repsonse   of   the    Bolivian   government   to    its  drug 
problem.      On   April    28,    Assistant    Secretary   for  Congressional 
Relations   Richard   Fairbanks   replied   with   a    report   which  stated, 
in  part: 

Since    the   July   17,    19  80    coup,    there  has  been 
consistent    and   persuasive   reporting   linking   the  Garcia 
Meza   regime   directly  with   the   cocaine    traffic.      In  fact, 
it   has   been   suggested    that    the   only   financial  buttress 
of   that   regime   has   been   trafficking  payoffs    in   return  for 
governmental    non-interference.      This    seems    a   classic  example 
of   the   type   of   situation   in  which   application  of   the  Rangel 
Amendment   would   have   effect   directly    in   advancing  U.S. 
policy,    a   regime   that   at   best  has   not   acted   against  cocaine 
production   and    trafficking   and    that   does   need    the  financial 
and  moral   backing   that    international  banking  organizations 
could   give.    Additional    pressure  might   push   the  Bolivians 
towards   effectively  countering   the   cocaine  situation. 

The  Banking  Committee  notes  that  General  Garcia  Meza  has 
announced  his  intent  to  step  down  as  head  of  the  government, 
and   has    stated   that    the   Bolivian   armed    forces   should   name  a 
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successor   by   July   17    who   should   be    sworn    in  by   August   6,  1981. 
No   action  has   been   taken,    however,    to   implement  this 
announcement.      Notwithstanding  a    few   changes    in  personalities 
in   the   Bolivian  government,    most   of    the    leading  members    of  the 
Garcia  Meza  regime   remain   fully   in   power.      The  Banking 
Committee    finds    that    there    ius   no   clear   evidence   as    to  any 
improvement   recently   in   the   Bolivian  situation  regarding  the 
export   of   illegal   drugs    to    the   United  States. 

The   Banking  Committee   is    confident   that    the  Executive 
Directors   at    the   World    Bank   and    the    Inter-American  Development 
Bank  will   be    instructed   to   vote   against   any   new  extensions  of 
aid    to   Bolivia  until    its    government    takes   meaningful   actions  to 
stop   the    illegal   entry   of   drugs    from   that   country   to    the  United 
States.      The   Banking   Committee   requests    that    the    Secretary  of 
the   Treasury   inform   it   of  any   aid   proposed   for   Bolivia  and  of 
actions   by    the    U.S.    Executive   Directors    to   oppose  such 
assistance. 


Countri  e  s   Im  posing  Ec  gnomic    Sa  n  c_t  j.  on_s_Ag_  a  i  n  s  t_t  h  e   Un  i  ted__  States 

The   bill    further   requires    that    the   U.S.    Executive  Directors 
of   the   World   Bank,    the   African   Development   Bank,  the 
Inter-American   Development   Bank,    the    African  Development  Fund, 
and    the   Asian  Development   Bank   shall   actively  oppose   any  new 
extensions    of   assistance   by   those    institutions    to   any  member 
country   determined  by   the   President    to   be   attempting  to 
influence   U.S.    domestic    or   foreign   policy   through  oil 
embargoes,    trade   embargoes,    boycotts,    or   other   forms  of 
economic   sanctions    or   economic   warfare   directed   at    the  United 
States . 


This   chapter   directs    the    Secretary   of   the   Treasury  to 
consult  with   representatives    of  other   countries  about 
establishing  guidelines    in   the  multilateral   banks   which  give 
priority   to   programs   benefitting   the   needy.      The  legislation 
notes   with   approval   the    fact   that   the   Inter- American 
Development    Bank  has   recently   adopted   guidelines    targeting  at 
least   half   the   benefits   of   its   aid    to   help   the   poor.      The  bill 
expresses    a   sense   of   Congress    that    the   other  multilateral 
agencies   should   also   adopt   guidelines  making  aid    to   the   needy  a 
priority   element    in   their   annual    lending   programs,  through 
sound,    efficient,    productive,    self-sustaining   projects  that 
help   people   improve    their   conditions    of   life.      It   says  that 
infrastructure   projects,    projects    to   expand   productive  capacity 
(including   private   enterprise)    and   projects    to  address  social 
problems   can   all   meet    this   objective   if   designed   properly.  The 
needy   are  defined   as    those   people  whose   income   is  insufficient 
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to  provide  adequate  food,  shelter  and  other  minimum  necessities 
of   life    in   their   respective  countries. 

There   is    support   on   the   Banking  Committee    for    the   view   that  at 
least  half  of   this   aid   should   go  directly   or    indirectly  toward 
helping   the   poor.      By  not   specifying  any  numerical    target,  the 
Banking  Committee    is   not   endorsing   a  return   to   "trickle  down" 
economic   development   theory  or   any   expansion  or   any  expansion 
in  direct    or    indirect   MDB   assistance    to    the   rich   or  middle 
class   populations   in   the   developing  world.      Rather,    the  Banking 
Committee    is   acknowledging   that    the   appropriate   level  and 
strategy   for  MDB  assistance   to   the   truly  needy  may  be   less  than 
50%   in  some  unusual   situations.      The   United   States   should  not 
be    too   rigid   or    inflexible    in   pursuing   the   goal    that  priority 
emphasis   be   given   to  assisting   the   poor.      The   Banking  Committee 
also  acknowledges   that    the  multilateral   agencies   can  count  as 
indirect  beneficiaries    those   individuals   whose  employment 
opportunities   are   clearly  enhanced  or   lives   clearly  improved 
through   the   development   of  major  communication  or 

transportation   facilities.      The   Banking  Committee    requests  that 
the   Administration  keep   it  closely   informed   as    it  negotiates 
appropriate   guidelines   in  each  of   the  multilateral 
institutions. 


CHAPTER   7    --  MISCELLANEOUS  PROVISIONS 


The   Banking   Committee   also   included   a  number   of  provisions 
in   the  bill   to   deal   affirmatively  with   previous  concerns 
regarding  aspects   of   the   MDB   program.      Questions  have  been 
raised,    in   recent  years,    about   the  management  practices  and 
loan  emphases   of    the  banks.      Some   of   these   criticisms  merit 
further   examination.      The   Banking  Committee  believes,  for 
example,    that   the   United   States   should  make   a   greater  effort  to 
help   its   allies    in   the   developing  world  qualify   for  more 
assistance   annually    from   the  multilateral  banks.  This 
legislation  directs   the  Administration  to   put  additional 
emphasis   on  coordinating   its   efforts    in   this   regard.  The 
Banking  Committee  also  believes   there  might  be   grounds  for 
s trengh thening  some   of    the  banks'    administrative  procedures. 
The  banks   are   sound,   well-managed  organizations,   but   they  are 
not   perfect.      There  have  been  questions    in   the   past  about 
whether   some   MDB   loan   procedures   allow   the   occasional  approval 
of   loans   which  need  additional  work  before    they  can  be  fully 
effective.      The   Banking  Committee   takes  no   position  regarding 
the   accuracy   of   those   criticisms.      The   legislation  does  require 
the   Administration    to   throughly  analyze   those   issues,  however, 
and   to  report    to   Congress   on   any  administrative   or  legislative 
actions  which  might   be  necessary. 

The   Banking   Committee   has   also   included  several  provisions 
in   the  bill  which   look   toward   improving  executive-legislative 
consultations   during    the   next   round   of  MDB  replenishment 
talks.      There  have   been  comments   in   the   past   that   the  executive 
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branch   fails    to   consult   adequately  with  Congress   about  MDB 
replenishment   issues.      This   bill   mandates  thorough 
consultations   during   the   course  of   the  negotiating  process.  It 
also   directs    the   Administration   to   prepare,    before  those 
negotiations   begin,    a    report   to   Congresson   possible  ways  in 
which   increases    in   the   budgetary   costs    of   those    programs  mioght 
be   avoided  without   harmful   cuts    in   the   levels   of  necessary 
assistance   to  developing  countries. 


C  o  o  r  d  i  n  a  t  i  n  g_  A  s  s  i  s  t  a  n  c  e 


The   bill   states    that    it    is    the    sense   of   Congress   that  the 
resources   of   the  multilateral   development  banks   should  be 
channeled,    to   the  maximum  extent    feasible,    toward  those 
countries  which   are   important   to   the  achievement   of  United 
States    foreign  policy  and   security  objectives,   which  generally 
support   United   States    policy  objectives,    and  which  have 
domestic   economic   and   political    structures    that   are  conducive 
to   economic    growth   and   are   compatible  with   growth   of  market- 
oriented  economies. 

In   order   to   assist   countries   described,    the    Secretary  of 
the   Treasury    is   directed    to   work  with   officials    of   the  State 
Department  and  Agency   for   International   Development   and  with 
MDB  officials    to    identify   new  projects   which  might  be 
undertaken    in   these   countries   and   assist    in   the   preparation  of 
proposals    for   consideration   by    the   boards    of  executive 
directors   of    the   MDBs . 

The   Banking  Committee   does   not    believe   a    new  bureaucracy 
needs    to   be   created    to   carry   out    this    legislation.      Rather  it 
believes    that    improved   coordination   of   the   existing  work   by  the 
relevant   U.S.    agencies    should   be   sufficient    to  help  give 
qualifying  countries    the    technical    assistance    they  need  to 
prepare  more    and   better    loan   proposals   which   qualify    them  for 
expanded   assistance    from  the  multilateral  agencies. 


R  e  e  x  a  m  i  n  i  n  g ,  _  B  a  s_  i  c _  F u  n .  d  i  n  g  Mechanisms 

There  has   been   considerable  discussion,    in   recent  years, 
about    the   need    for   new   procedures    for    financing  international 
development.      The   Brandt   Commission   (the   Independent  Commission 
on   International   Development    Issues)    proposed   in   1979,  for 
example,    that   the   borrowing-to-capital   ratio   for    the   World  Bank 
might  be   increased.      Questions  have   also  been   raised,  in 
Congress    and   elsewhere,    on  whether   the   banks   still   need  paid-in 
capital    in  conjunction  with   increases    in   their   capital  base. 
Further,    suggestions  have   been  made    that    it  may  be   possible  to 
improve    the  way   the    International   Development   Association  uses 
its   funds,    so   it   can  provide   concessional   assistance   to  more 
countries   at    lower  budgetary  cost. 


80-613  0-81-9 
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The   bill   states    that    it    is    the    sense   of   Congress    that  the 
United   States    and   othe  member   countries    should   examine  the 
current   MDB   financing  mechanisms    to    see   whether   their  budgetary 
costs    could   be   reduced  without   seriously   affecting  assistance 
to   developing  countries. 

The    Secretary   of    the   Treasury    is    required   to   report  to 
Congress,    not    later    than   six  months    after    the   enactment   of  this 
Act,    regarding   the    feasibility   and   desirability  of  alternative 
mechanisms    for   changing    the    financing   procedures    of  the 
multilateral   development   banks.      The   Secretary's    report    is  to 
include    the  following: 


-  an  assessment  of  the  Brandt  Commission  proposal  regarding 
borrowing-to-capital   ratios    of    the  IBDR; 

-  an   assessment   of  whether    future    capital   expansions   by  the 
multilateral   developments    could   be   made   on   the   basis  of 
callable    capital   only;  and 

-  an   assessment   of   whether   it   might   be    feasible    for    IDA  to 
provide    interest   subsidies    on   IBRD    loans,    rather  than 
simply   direct    credits    from  its    own  account. 

In  requiring    this   report,    the    Banking   Committee   takes  no 
position   as    to   whether    the   borrowing-to-capital   ratios   of  the 
multilateral   development   banks    should   be   kept    as    they   are  or 
increased.      It    simply   wishes    a    reports    from   the  Administration 
as    to    the   economic    and   policy    implications    of    the    idea.  The 
Banking   Committee   notes,    however,    that  many   commercial  banks 
have   b or r ow ing- 1 o-c ap i t a  1   ratios    as   high   as   28:1,    and    that  in 
commercial    banking   this    is    considered   to   be  sound. 

The   Banking   Committee   also   observes    that    the  multilateral 
development   banks   are    sound    institutions   which  have   not   had  to 
take   recourse    to    their   callable   capital    in    the  past. 

The   Banking  Committee  believe    that    concessional  MDB 
assistance    should    go   only    to    the   neediest   countries.  An 
interest   subsidy   program  might   help   ease   countries'  graduation 
from   IDA  assistance.      The   World    Bank   had    a   "Third   Window"    a  few 
years   ago    to   provide    partial   subsidies   on   IBRD  assistance.  In 
1964,    the    Governor   of    Israels'    Central    Bank,    David  Horowitz, 
also   proposed   adoption  of   an   interest   subsidy   program  in  lieu 
of  expanded   direct    IDA   lending.      The   annual   appropriations  of 
MDB   concessional   assistance   would   be   considerably   reduced  if 
Congress    only   had    to    provide    funds    for    the   U.S.    share    in  an 
in t e r e s t -s ub s i d y   program,    instead   of  money    for    the  loan 
principal,    as    is    the   current   situation.      The   Banking  Committee 
believes    that   serious    thought   needs    to   be   given   to   all  these 
proposals    for    the   MDB   program  while   adjusting   downwards  its 
budgetary   costs    for   donor  governments. 
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(Congressional   Consul  tat  ions 


The   Banking   Committee   believes    that   it    is   essential  for 
Congress   and    the   Executive   to  work   closely   during   the   course  of 
future  MDB   replenishment   negotiations.      There  have  been 
frequent   comments    from  Members   of   Congress    in   the   past    that  the 
Administration  does   not   really   consult   with  Congress   or  its 
consultations   come    so   late    that    the   basic   decisions  have 
already  been  made    in   the   negotiating  process   before  the 
congressional   views    are  heard.      Executive   branch  spokespeople 
comment,    meanwhile,    that    they   often  hear   conflicting  views  and 
that   they  have   no   clear  ways    to   reconcile    the   differing  advice 
they   receive   from  Members   of  Congress. 

The   Banking   Committee   expects    that    the   new  consultation 
procedures    in   this    title   should  help  alleviate   this  problem. 
The   Administration    is   directed    to   consult   with   all    the  key 
committee    leaders    in  Congress   before,    during,    and   at   the   end  of 
all   MDB  replenishment  negotiations.      It    is    the    intent   of  the 
Banking  Committee   that   there   should  be    frequent   and  timely- 
discussions   among   the   relevant  Members   of   Congressas  well, 
during   the   negotiating  proicess,    so   the   Administration  can 
receive    the    full   benefit   of   their   guidance   and   advice   on  MDB 
replenishment  issues. 

This    legislation   requires    the   Secretary  of   the   Treasury  to 
consult  with   the   Chairmen   and   Ranking   Minority  Members    of  the 
House   Banking,    Finance,    and   Urban  Affairs   Committee,    the  House 
Appropriations   Committee,    and    their   appropriate  subcommittees, 
regarding   the   Administration's    plans   and   congressional   views  on 
any   future  MDB  replenishment   negotiations.      The  section 
requires    that    these   consultations   begin  no   later   than   30  days 
before  negotiations   are   initiated,    continue   at    frequent  and 
timely   intervals   during   the   negotiations,    and   occur   before  any 
session  where   U.S.    representatives    are    to   agree    to   an  MDB 
replenishment  plan. 


Report   on  New  Le.Il4  *-nS  Facility 

The   Banking  Committee   observes    that    the   United   States  has 
been   engaged    in  discussions   with   other   governments   about  the 
possible  establishment   of   a   new   lending   facility  at    the  World 
Bank   to  aid  energy  resource  developnment   in  developing 
countries.      This    legislation  requires   the   Secretary  of  the 
Treasury    to  report    to   Congress   by  October    1,    1981,  assessing 
the  nature,    prospects,    and   possible  value  of   such  a  facility. 


Re  por  t  on   Le nd in g _Pr o c e d u r e s 


Concern  has   been  expressed   about   the   procedures   used  by  the 
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banks    in   regard    to    target    levels   of   assistance   established  for 
individual   countries    for   particular    fiscal  years. 

The    title   directs    the    Secretary   of    the   Treasury   to  submit 
to   Congress,    by   October    1,    1981,    a   report   assessing  whether  the 
establishment   of   such    target   levels   may   have   resulted  in 
targets   being   considered   as   quotas    or   entitlements    and   may  have 
resulted   in   the    issuance   of    loans    to   meet   target   levels  rather 
than    to   respond    to    essential   development   needs;    whether  the 
large   quantity   of    lending   approved   in    the    final   quarter   of  the 
fiscal   year   may  have    impeded    the   ability   of    the   MDB   staff  and 
the   Executive   Directors    to    fully   scrutinize   all    aspects   of  some 
loan   proposals    prior    to    their   approval;    and  whether  any 
legislative   or   administrative   actions    is   needed   to   assure  that 
all    loan   proposals    are    properly  examined. 


EXPORT-IMPORT  BANK 


The    Banking   Committee   voted    to   limit    the   amount   of  direct 
loans    the   Export- Import   Bank   can  make    in   fiscal   year    1982  to 
$3,961,000,000.      The   Administration  had   requested    a  limitation 
on   Eximbank   loans   of    $4,400,000.      The   Committee   regrets    that  it 
must   reduce    the   President's   requests,    since    it   recognizes  the 
need    for   a    strong  Eximbank   to    provide   competitive   financing  to 
American   exporters.      It   regards    its   authorization  of 
$3,961,000,000    as    inadequate   and    insufficient,    in  absolute 
terms,    but    as    quite   generous    in  relative    terms,    that  is, 
relative   to    the   severe   cutbacks    it    is    forced   to   make    in  other 
programs   within    its  jurisdiction. 

Many   committee  members   expressed   support    for   an   increase  in 
Exim's   budget    in   the    future,    particularly    if    the  Administration 
fails    to  make   satisfactory   progress    in   negotiating  a  reduction 
of   export    credit    subsidies    through   reform  of    the  existing 
international   agreements   on   export   credit.      In   order   to  provide 
Exim  with    the   resources   necessary    to   bring  maximum  competitive 
pressure   to   bear   on    those   governments    that   block  progress 
toward   reform  of    those   agreements,    the   Co  mm  ittee   passed  H.R. 
3228,    an   act    to   establish   a    "Competitive   Export   Subsidy  Fund" 
in   fiscal  1983. 

The   Banking   Committee   changed   the   date   of   expiration  of  the 
Export-Import    Bank   Act    from  September    30,    1983    to   September  30, 
1982.      The  Committee   took   this    course   so    it  would  have  an 
opportunity    to   examine    the   need    for    a  higher   direct    loan  limit 
after   fiscal   year  1982. 
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Recognizing   that    the   Committee's    ceiling  on   Exim  direct 
loans    for   fiscal    1982  will   significantly  hamper    the  Bank's 
ability   to    provide   competitive   financing   in   support   of  U.S. 
exports,    the   Committee   recommends    that   some   relief    from  this 
budgetary   squeeze   be    granted   theough   an   increase   in  Exim's 
authority   to   extend   guarantees    to   cover   private   export  credit. 
The   annual   ceiling   on   Exim's   aggregate   insurance   and  guarantee 
programs    is    set   by   the   Appropriations   Committee,    as    part   of  its 
Foreign  Assistance  Appropriations   Act.      The   Administration  has 
requested    a   ceiling   of    $8,220,000,000   on   insurance  and 
guarantees.      Of   that    total,    $869,000,000   has   been  allocated  to 
financial   guarantees.      The   Banking   Committee   recommends    to  the 
Appropriations   Committee   that    the   aggregate   ceiling  be 
increased   by    $431,000,000,    and   that    the    total    increase  be 
allocated   to    financial   guarantees,    thereby   increasing  Exim's 
authority   to   issue    financial   guarantees    in   fiscal    1982  from 
$869,000,000    to   $1,300,000,000.      This    increase   would  enable 
Exim   to   obtain   better   leverage    from   its   direct   credit  program, 
since  Exim  can  blend   direct   loans   at   a   highly  subsidized 
interest   rate  with   guaranteed   private   export    credit   at  market 
rates,    so   that   the   blended   interest   rate   on   the   total    loan  is 
competitive  with    the    interest   rates   offered   by  other 
governments   on   their   subsidized   export   credit.      This  procedure, 
though   it   could   have    a   serious   negative   impact   on   Exim's  net 
income,   would  have   no   immediate  budgetary   impact,    since  Exim's 
insurance    and   guarantee    programs   have   no   impact   on  budget 
authority  or   outlays,    unless   guarantees   or    insured   loans  go 
into  default. 


Subtitle  C  -  Banking  and  Related  Programs 


Department  of  the  Treasury 

The  Banking  Committee  decided  to  cut  the  authorizations  for 
salaries  and  expenses  for  those  offices  within  the  Treasury  Depart- 
ment that  fall  within  the  Banking  Committee's  jurisdiction.  This 
decision  grew  out  of  the  Committee's  view  that  all  programs  within 
the  Committee's  jurisdiction  should  be  scrutinized  for  possible 
savings.     Therefore,  the  Banking  Committee  made  cuts  in  areas  the 
Committee  has  authorized  annually  in  the  past,  and  in  areas  that 
have  been  operating  with  permanent  authorizations. 

The  Banking  Committee  cut  ten  percent  from  the  authorization 
for  the  Office  of  the  Secretary,  the  Treasury's  International 
Affairs  functions,  and  the  Chrysler  and  New  York  loan  guarantee 
programs.     The  Banking  Committee  also  cut  the  authorization  for 
the  Bureau  of  Government  Financial  Operations  by  twenty-five 
percent.     Except  in  the  case  of  the  International  Affairs  author- 
ization, which  is  considered  annually  and  the  Bureau  of  the  Mint, 
the  Banking  Committee's  action  limits  the  permanent  authorizations 
for  three  fiscal  years.     The  permanent  authorizations  are  not 
otherwise  affected. 

The  Banking  Committee  authorized  an  appropriation  of  $21,96  2,000 
for  the  administrative  expenses  incurred  by  the  Department  of  the 
Treasury  in  carrying  out  its  international  responsibilities.  The 
bulk  of  these  funds  will  pay  salaries  of  Treasury  staff  that  work 
on  international  affairs.     The  rest  of  the  funds  will  cover  ordinary 
administrative  expenses.     None  of  these  funds  will  be  used  for  any 
form  of  U.S.   contribution  to  any  international  organization.  The 
Committee's  authorization  is  $934,000  less  than  the  Administration 
had  requested.     In  addition,   the  Committee  authorizes  $1,000,000  to 
cover  mandated  cost-of-living  increases  of  Treasury  staff  salaries, 
as  requested  by  the  Administration. 

The  legislation  requires  the  Secretary  of  the  Treasury  to  report 
to  the  Congress  on  the  status  of  negotiations  to  improve  existing 
international  export  credit  agreements.     That  report  must  include  a 
recommendation  by  the  Secretary  as  to  whether  the  Congress  should 
enact  legislation  to  enhance  the  ability  of  the  Export-Import  Bank 
to  offer  export  credit  fully  competitive  with  the  highly  subsidized 
export  credit  offered  by  other  governments.     In  requiring  such  a 
recommendation,  the  Committee  expects  the  Secretary  to  take  into 
consideration  the  purpose  and  provisions  of  H.R.   3228,  an  act  to 
establish  a  "Competitive  Export  Subsidy  Fund",  which  the  Committee 
has  passed. 

The  Banking  Committee  also  cut  the  authorization  for  the  Bureau 
of  the  Mint  by  over  twenty  percent  to  the  figure  requested  by  the 
Administration.      (All  cuts  are  from  the  CBO  current  policy  levels.) 
The  Mint  has  relied  upon  an  implied  authorization  for  appropriations 
in  the  past,  citing  31  U.S.C.   251-287.     Those  sections  provide  for 


(128) 


129 


the  establishment  and  operation  of  the  mints  and  assay  offices. 
Research  into  the  Revised  Statutes  of  1878,  from  where  those  sections 
derive,  makes  clear  that  31  U.S.C.  369   (Revised  Statutes  s3552)  is 
the  sole  source  of  authorization  for  the  appropriations  not  other- 
wise provided  for.     By  limiting  that  authorization  to  fiscal  year 
1982  only,  it  is  the  intent  of  the  Committee  to  repeal  the  permanent 
authorization  for  the  salaries  and  expenses  of  the  Bureau  of  the  Mint. 

The  Bureau  of  the  Mint  is  responsible  for  manufacturing  coins, 
safeguarding  the  Government's  gold  holdings  and  refining  gold  and 
silver  bullion.     The  Mint  also  operates  a  number  of  reimbursable 
programs  selling  coins,  medals  and  gold  medallions  to  the  public, 
and  manufacturing  coins  for  foreign  governments. 

The  legislation  does  not  affect  the  reimbursable  programs 
of  the  Mint.     The  section  also  does  not  affect  the  coinage  profit 
fund   (31  U.S.C.   340),  which  covers  the  cost  of  distributing  coins, 
or  the  coinage  metal  fund   (31  U.S.C.  340)  ,  which  covers  the  cost 
of  metal  used  in  coinage. 


National  Consumer  Cooperative  Bank 

The  Banking  Committee  action  reduced  budget  authority  for 
the  National  Consumer  Cooperative  Bank  by  fifty-five  percent  in 
fiscal  year  1982. 

The  Bank  was  chartered  by  Congress  in  1978  as  a  credit  facility 
for  cooperatives  formed  by  senior  citizens,  students,  inner  city 
residents,  rural  craftsmen,  suburban  families  and  other  consumers 
in  communities  across  the  nation.     The  cooperatives  provide  their 
members  a  variety  of  consumer  goods  and  services  including  housing, 
health,  and  food. 

Appropriations  for  required  purchases  of  the  Bank's  stock  by 
the  Secretary  of  the  Treasury  will  be  limited  to  $47  million  in 
fiscal  year  1982.     The  remaining  portion  of  the  authorization  for 
capital,  provided  in  the  original  National  Consumer  Cooperative  Bank 
Act,  will  be  available  to  the  Bank  in  fiscal  year  1983.     The  Committee 
does  not  intend  to  authorize  additional  capital  after  fiscal  year  1983. 

The  $47  million  of  stock  purchases  to  be  required  of  the  Secretary 
of  the  Treasury  in  fiscal  year  19  82  will  enable  the  Bank  to  make  sub- 
stantial progress  in  attracting  private  investment  as  intended  when  the 
Act  was  passed  in  1978.     The  Bank  has  received  favorable  reaction  from 
investors  in  the  private  market  and  the  Committee  believes  that  it  is 
in  the  best  interests  of  the  Bank,  its  cooperative  stockholders  and 
the  Federal  Government  to  encourage  private  participation. 

The  investment  decisions  depend  on  the  private  market's  perception 
of  the  Bank  as  an  independent,  mixed  ownership  corporation  operating 
under  the  authorities  granted  in  its  Congressional  charter  and  assured 
of  the  basic  seed  money  capital  promised  in  the  1978  Act.     The  $47 
million  authorized  for  1982,  like  other  capital  appropriated  for  the 
Bank,  will  be  repaid  to  the  Treasury  with  interest  by  the  consumer 
cooperatives  that  borrow  from  the  Bank. 
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To  facilitate  private  investment,  the  Committee  made  a  technical 
change  in  the  National  Consumer  Cooperative  Bank  Act  to  assure  that 
all  types  of  private  investors  would  be  eligible  to  purchase  non- 
voting stock  in  the  Bank  at  the  discretion  of  the  board  of  directors. 
Voting  stock  will  continue  to  be  limited  to  cooperatives  eligible 
as  borrowers  from  the  Bank. 

The  Committee  also  reauthorized  funding  for  Title  II  programs 
of  the  National  Consumer  Cooperative  Bank  —  the  Self-Help  Development 
and  Technical  Assistance  programs.     The  Self-Help  Development  Fund 
is  authorized  to  adjust  terms  of  loans  to  newly  developing  and 
other  cooperatives  serving      a  predominantly  low-income  membership. 
The  program  has  gained  wide  acceptance  in  inner  city  areas  and 
depressed  rural  communities  where  local  residents  are  forming  self- 
help  entities  in  their  neighborhoods. 

In  an  effort  to  assist  in  meeting  the  Banking  Committee's  required 
budget  reductions,  authorizations  for  the  Title  II  program  were  limited 
to  $14  million  in  fiscal  year  1982  and  $25  million  in  fiscal  year  1983 
and  fiscal  year  1984.     In  addition  to  loans,  this  funding  also  provides 
monies  for  technical  assistance  which  the  Committee  believes  must 
be  continued  to  help  assure  that  the  cooperatives  are  structured  on 
a  sound  basis  and  that  they  have  available  the  expertise  necessary 
to  assure  repayments  of  loans  to  the  Bank. 

While  the  Bank  has  been  in  actual  operation  only  since  the 
spring  of  1980,  the  success  of  its  loan  program  is  producing  sub- 
stantial income.     Based  on  the  excellent  record  of  its  repayment 
to  date,  the  Banking  Committee  believes  that  the  income  will  produce 
sufficient  funds  for  the  Bank  to  meet  all  of  its  salaries  and  other 
expenses  in  fiscal  year  1982.     The  Committee,  therefore,  does  not 
provide  authorization  for  additional  appropriations  for  this  purpose 
in  1982. 

The  Banking  Committee  amended  Title  II  of  the  National  Consumer 
Cooperative  Bank  Act  to  permit  interest  income  to  be  used  for  such 
expenses  under  the  direction  of  the  Bank's  board  of  directors.  The 
board  was  given  authority  to  use  such  income  from  Title  I  loans  in 
the  original  Act. 

The  action  of  the  Committee  sharply  reduces  the  budget  authorities 
and  the  Bank  will  continue  to  have  a  heavy  backlog  of  unmet  loan  re- 
quests from  consumer  cooperatives.     However,  the  authorizations  will 
allow  the  Bank  to  continue  as  an  important  source  of  credit  for 
self-help  consumer  cooperatives  and  at  a  level  of  activity  which  will 
assure  repayment  of  the  Government's  investment. 


Council  on  Wage  and  Price  Stability 

Finally,  the  Banking  Committee  repealed  the  authorization  for 
the  Council  on  Wage  and  Price  Stability.     This  is  consistent  with 
The  Administration's  program. 
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STATEMENTS  MADE  IN  ACCORDANCE  WITH  HOUSE  RULES 


In  accordance  with  clauses  2(1) (2) (B) ,  2(1) (3) ,  and 
2(1) (4)  of  rule  XI  of  the  Rules  of  the  House  of  Representatives, 
the  following  statements  are  made: 


COMMITTEE  VOTE    (RULE  XI,   CLAUSE  2(1)(2)(B)) 

Twenty-six  votes  were  cast  for  reporting  favorably  and 
nineteen  votes  were  cast  against  reporting  the  bill. 

The  following  committee  members  cast  votes  for  reporting 
the  bill:     Representatives  St  Germain,  Reuss   (by  proxy) , 
Gonzalez,  Minish,  Annunzio,  Mitchell   (by  proxy) ,  Fauntroy  (by 
proxy),  Neal,  Patterson,  Blanchard,  Hubbard,  LaFalce,  Evans  (Ind.), 
D' Amours,  Lundine,  Oakar,  Mattox,  Vento,  Barnard,  Garcia   (by  proxy) , 
Lowry,  Schumer  (by  proxy) ,  Frank   (by  proxy) ,  Patman,  Coyne,  W, 
and  Hoyer  (by  proxy) . 

The  following  committee  members  cast  votes  against  reporting 
the  bill:     Representatives  Stanton,  Wylie,  McKinney,  Hansen  (by  proxy), 
Hyde,  Leach,  Evans    (Del.),  Paul   (by  proxy),  Bethune   (by  proxy), 
Shumway  (by  proxy) ,  Parris,  Weber,  McCollum  (by  proxy) ,  Carman 
(by  proxy) ,  Wortley,  Roukema,  Lowery,  Coyne,  J  (by  proxy) ,  and 
Bereuter . 

OVERSIGHT  FINDINGS    (RULE  XI,   CLAUSE  2(1) (3) (A),   AND  RULE  X, 
CLAUSE    (2) (b) (1) ) 

The  Subcommittee  on  Housing  held  nine  days  of  hearings  on 
H.R.   3018,  a  bill  to  extend  and  amend  a  variety  of  housing  and 
community  development  programs.     Many  of  the  provisions  of  that 
legislation  appear  as  Subtitle  A  of  Title  III. 

The  Subcommittee  on  International  Development  held  two  days  of 
hearings  on  various  bills  relating  to  United  States  participation  in 
the  international  financial  institutions.     Many  of  the  provisions  of 
those  bills  appear  in  Subtitle  B  of  Title  III. 

The  Subcommittee  on  International  Trade  held  five  days  of 
hearings  on  the  Export- Import  Bank.     Provisions  relating  to  the  Bank 
appear  at  the  end  of  Subtitle  B  of  Title  III.     The  subcommittee  held 
one  hearing  on  the  authorization  of  the  Treasury  Department's  inter- 
national affairs  functions.     That  authorization  appears  in  Subtitle  C 
of  Title  III. 

The  Banking  Committee  finds  that  the  provisions  of  this 
legislation  are  necessary  to  carry  on  the  functions  of  the  government 
that  fall  within  its  jurisdiction,  giving  due  consideration  to  the 
current  period  of  budgetary  stringency. 


TITLE   III   -   HOUSING,    COMMUNITY  DEVELOPMENT, 
BANKING,   AND  RELATED  PROGRAMS 

SECTION-BY-SECTION  SUMMARY 


Subtitle  A  -  Housing,   Community  Development, 
and  Related  Programs 


CHAPTER  1   -   COMMUNITY  AND  NEIGHBORHOOD 
DEVELOPMENT  AND  CONSERVATION 


Authorization  Adjustments 

Community  Development  Grants 

Section  3101(a)   would  amend  section  103(a)(1)   of  the  Housing 
and  Community  Development  Act  of  1974  to  provide  $3,640,000,000 
for  fiscal  year  1982  and  $3,640,000,000  for  fiscal  year  1983  for 
the  Community  Development  Block.  Grant  Program. 


Urban  Development  Action  Grants 

Section  3101(b)   would  amend  section  103(c)  of  the  Housing  and 
Community  Development  Act  of  1974  to  provide  not  to  exceed 
$425,000,000  for  each  of  fiscal  years   1982  and  1983  for  the  Urban 
Development  Action  Grant  Program. 


Loan  Guarantees 

Section  3101(c)   would  amend  section  108(a)   of  the  Housing 
and  Community  Development  Act  of  1974  to  provide  a  $250  million 
limitation  on  the  total  amount  of  community  development  loan 
guarantees  for  fiscal  year  1982. 


312  Rehabilitation  Loans 

Section  3101(d)   would  amend  section  312(d)  of  the  Housing 
Act  of  1964  to  provide  a  limitation  of  $85,173,000  for  fiscal 
year  1982  on  the  aggregate  amount  of  loan  commitments  for 
the  Section  312  Rehabilitation  Loan  Program. 


701  Planning  Grants 

Section  3101(e)   would  amend  section  701(p)   of  the  Housing 
Act  of  1954  to  eliminate  funding  authorizations  for  fiscal  year 
1982  for  the  701  Planning  Grant  Program. 

Neighborhood  Reinvestment  Corporation 

Section  3101(f)   would  amend  section  608(a)   of  the  Neighborhood 
Reinvestment  Corporation  Act  to  provide  an  authorization  of 
not  to  exceed  $13,514,000  for  fiscal  year  1982. 


(132) 


133 


Neighborhood  Self-Help  Development 

Section  3101(g)   would  amend  section  705  of  the  Neighborhood 
Self-Help  Development  Act  of  1978  to  provide  an  authorization 
of  $6,622,000  for  fiscal  year  1982. 


Community  Development  Amendments 

Non-Entitlement  Metropolitan  Set-Aside 

Section  3102(a)   would  amend  section  103(a)(2)   of  the  Housing 
and  Community  Development  Act  of  1974  to  provide  a  set  aside  of 
of  $265,500,000  for  fiscal  year  1982  for  funding  eligible  units 
of  local  governments  within  metropolitan  areas  other  than  entitlement 
metropolitan  cities  and  urban  counties. 


Secretary's  Discretionary  Fund 

Section  3102(b)   would  amend  section  107(a)   of  the  Housing 
and  Community  Development  Act  of  1974  to  provide  $60  million  for  the 
Secretary's  discretionary  fund  for  each  of  the  fiscal  years 
1982  and  1983. 


Eligibility  of  Metropolitan  Cities 

Section  3102(c)  would  amend  section  102(a)(4)  of  the  Housing 
and  Community  Development  Act  of  1974  (which  provides  that  any  city 
which  has  been  classified  as  a  metropolitan  city  shall  retain 
that  classification  until  the  population  is  less  than  50,000 
as  indicated  through  the  decennial  census)   to  provide  that  such 
classification  shall  be  retained  until  the  decennial  census 
indicates  population  below  50,000  or  until  September  30,  1983, 
whichever  occurs  later. 


Eligibility  of  Urban  Counties 

Section  3102(d)   would  amend  section  102(a)(6)   of  the  Housing 
and  Community  Development  Act  of  1974  to  provide  that  any  county 
presently  classified  as  an  urban  county  should  be  considered 
to  meet  the  population  requirements  for  community  development 
block  grant  assistance  until  a  decennial  census  indicates  a 
lower  population  than  is  required  under  existing  law  or 
September  30,   1983,  whichever  is  later. 


Eligible  Activities 

Section  3102(e)  would  amend  section  105(a) (13)  of  the  Housing 
and  Community  Development  Act  of  1974  to  include  among  the  activities 
eligible  for  funding  under  the  Community  Development  Block  Grant 
Program  the  eligible  planning  assistance  activities  contained  in 
section  701(e)  of  the  Housing  Act  of  1954,  as  amended. 
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CHAPTER  2  -  ASSISTED  HOUSING 


Authorization  Adjustments 

Annual  Contributions  Contracts 


Section  3201(a)   would  amend  section  5(c)   of  the  United  States 
Housing  Act  of  1937  to  increase  the  authorization  for  the  Secretary 
to  enter  into  contracts  for  annual  contributions,   subject  to  appro- 
priation, by  $1,019,922,000  for  fiscal  year  1982,  and  to  provide  that 
the  aggregate  amount  which  may  be  obligated  over  the  duration  of  the 
contracts  may  not  exceed  $20,537,100,000. 

It  provides  that  at  least  $100  million  of  the  appropriated 
contract  authority  would  be  used  for  the  Public  Housing  Comprehensive 
Improvement  Assistance  Program.     The  amendment  would  also  provide 
that  after  deducting  from  the  fiscal  year  1982  appropriated  funds 
the  amount  used  for  the  Public  Housing  Comprehensive  Improvement 
Assistane  Program,  the  amount  necessary  to  amend  assisted  housing 
contracts  entered  into  in  prior  fiscal  years,  and  the  amounts 
necessary  to  convert  to  section  8  projects  assisted  either  through 
the  section  23  program,   the  rent  supplement  program,  or  the  section 
236  deep  subsidy  rental  assistance  payments  program,  the  Secretary 
could  not  enter  into  contracts  aggregating  more  than  47.9  percent 
of  the  balance  of  such  authority  for  existing  units  assisted  under 
section  8.     In  addition,  the  Secretary  could  not  enter  into  contract 
aggregating  more  than  52.1  percent  of  such  balance  for  newly 
constructed  and  substantially  rehabilitated  assisted  housing  units; 
not  more  than  $157,392,000  of  that  amount  would  be  made  available 
for  new  public  housing  units. 

This  section  would  also  provide  that  with  respect  to  any 
assisted  housing  funds  provided  under  section  5(c)   of  the  United 
States  Housing  Act  of  1937  to  a  public  housing  authority  (other 
than  funds  associated  with  the  section  8  program  or  the  Comprehensive 
Improvement  Assistance  Program)   a  public  housing  authority  may  use 
all  or  part  of  such  funds  for  the  comprehensive  modernization  of 
existing  public  housing  units  according  to  the  requirements  of  the 
Comprehensive  Improvement  Assistance  Program,   if  the  public  housing 
agency,  after  consulting  with  the  unit  of  general  local  government, 
determines  that  such  funds  will  be  more  effectively  used  according 
to  the  requirements  of  the  Comprehensive  Improvement  Assistance 
Program  and  if  the  Secretary  of  HUD  approves  such  use  of  those  funds. 


Public  Housing  Operating  Subsidies 
and  Troubled  Projects  Program 

Section  3201(b)   would  amend  section  9(c)  of  the  United  States 
Housing  Act  of  1937  to  provide  a  fiscal  year  1982  authorization 
level  of  $1,640,700,000  for  public  housing  operating  subsidies. 

Section  3201(c)  would  amend  section  201(h)  of  the  Housing  and 
Community  Development  Amendments  of  1978  to  provide  fiscal  year 
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1982  authorization  of  $4,000,000  to  provide  operating  assistance 
for  troubled  multifamily  housing  projects. 

Section  3201(d)   would  provide  that  on  or  after  October  1,  1981 
(in  addition  to  any  authority  provided  prior  to  that  date),  the  HUD 
Secretary  may  enter  into  contracts  for  periodic  payments  to  the 
Federal  Financing  Bank  to  offset  the  costs  to  the  Bank  of  pur- 
chasing obligations  issued  by  local  public  housing  authorities  in 
order  to  finance  the  construction  of  public  housing  projects.  Those 
contracts  may  be  entered  into  only  to  the  extent  approved  in  appro- 
priation Acts,   the  aggregate  amount  obligated  over  the  life  of  such 
may  not  exceed  $400  million,  and  the  funds  necessary  for  those 
payments  are  authorized  to  be  appropriated.     Except  for  authority 
specifically  provided  the  Secretary  of  HUD  prior  to  October  1,  1981, 
the  authority  to  enter  into  contracts  as  provided  in  this  subsection 
will  be  in  lieu  of  any  authority  to  enter  into  contracts  for  such 
purposes  as  provided  under  section  16(b)  of  the  Federal  Financing 
Bank  Act  of  1973. 


Assisted  Housing  Amendments  and  Extensions 

Single  Room  Occupancy  Housing 

Section  3202(a)   would  amend  section  8(e)(5)  of  the  United  States 
Housing  Act  of  1937  to  provide  that  section  8  moderate  rehabilitation 
assistance  may  be  provided  for  single  room  occupancy  dwelling  units 
which  do  not  contain  bathroom  or  kitchen  facilities  if  the  property 
is  located  in  an  area  where  there  is  a  significant  demand  for  such 
units  (as  determined  by  the  Secretary)   and  the  unit  of  general  local 
government  in  which  the  property  is  located  and  the  local  public 
housing  agency  approved  of  the  use  of  single  room  occupancy  units. 
The  amendment  would  also  provide  that  the  percentage  limitation  and 
priority  affecting  lower  income  single  individuals  who  could  receive 
assistance  under  this  Act  (as  specified  in  section  3(2)  of  the 
United  States  Housing  Act  of  1937)   would  not  apply  to  assistance  made 
available  with  respect  to  single  room  occupancy  units. 


Fire  Safety 

Section  3202(b)   would  amend  section  14(i)(l)  of  the  United  States 
Housing  Act  of  1937  so  that  in  providing  assistance  to  public 
housing  authorities  for  emergency  or  special  purpose  needs  under  the 
Comprehensive  Improvement  Assistance  Program,   the  Secretary  shall 
make  assistance  available  especially  for  emergency  and  special 
purpose  needs  which  relate  to  fire  safety  standards. 


Troubled  Projects 

Section  3202(c)(1)   would  amend  section  201  of  the  Housing  and 
Community  Development  Amendments  of  1978  to  provide  that  of  the 
amounts  made  available  during  any  fiscal  year  for  the  Troubled 


136 


Multifamily  Housing  Projects  Program,   the  HUD  Secretary  may  not 
utilize  any  of  those  funds  to  remedy  operating  deficits 
which  are  present  or  may  occur  during  that  fiscal  year  in 
projects  receiving  rent  supplement  assistance  under  section  101 
of  the  Housing  and  Urban  Development  Act  of  1965  and  which  result 
from  the  failure  to  amend  the  rent  supplement  contracts  in  order 
to  cover  allowable  rent  increases  in  such  projects. 

Section  3202(c)(2)  would  amend  section  236(f)(3)(B)  of  the 
National  Housing  Act  to  extend  through  fiscal  year  1982  the 
provision  that  any  rental  charges  collected   in  excess  of  the  basic 
rental  charge  on  section  236  insured  rental  projects  and  credited 
to  the  236  reserve  fund  may  be  used  by  the  Secretary  of  HUD  to 
make  additional  assistance  payments  under  the  Troubled  Multifamily 
Housing  Projects  Program. 


Tenant  Participation  in  Multifamily  Housing  Projects 

Section  3202(d)   would  amend  section  202(b)(1)   of  the  Housing  and 
Community  Development  Amendments  of  1978   (which  provides  that  where 
the  HUD  Secretary's  written  approval  is  required  with  respect  to  a 
multifamily  housing  project  owner's  action,   tenants  in  multifamily 
housing  projects  shall  have  the  opportunity  to  have  notice  of  adequate 
information  about  and  an  opportunity  to  comment  on  an  owner's 
action)   to  limit  that  opportunity  to  situations  where  the  owner 
requests  a  rent  increase,  the  conversion  of  residential  units  to 
any  other  use  ( including  commercial  use  or  use  as  a  unit  in  a 
condominium  or  cooperative  project) ,  a  partial  release  of  security, 
or  major  physical  alterations. 


Section  235  Amendments 

Section  3202(e)   would  amend  sections  235(c)(2)(A)  and 
235(q)(14)  of  the  National  Housing  Act  to  delete  the  provision 
requiring  that  a  recapture  of  the  subsidy  made  available  to  a 
purchaser  of  a  home  under  the  235  program  occur  if  the  purchaser 
ceases  making  mortgage  payments  for  90  continuous  days  or  more. 


Section  8  Assistance  for  Manufactured  Homes 

Section  3202(f)   would  amend  section  8(j)   of  the  United  States 
Housing  Act  of  1937  to  provide  that  assistance  under  the  section  8 
program  (as  described  in  this  subsection)  may  be  carried  out  without 
regard  to  whether  the  manufactured  home  park  and  the  manufactured 
home  units  located  in  the  park  are  existing,   substantially  rehabili- 
tated or  newly  constructed.     Where  assistance  is  made  in  the  case 
of  units  located  in  a  substantially  rehabilitated  or  newly  constructed 
manufactured  home  park,   the  principal  amount  of  the  mortgage  attributable 
to  the  rental  spaces  within  the  park  may  not  exceed  the  mortgage 
amount  limit  applicable  to  manufactured  home  parks  described  in 
section  207(c)(3)   of  the  National  Housing  Act.      [This  limit  would 
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be  raised  from  $8,000  per  manufactured  home  space  to  $9,000  in 
section  3303(e)  of  this  bill.]     The  section  would  restate  existing 
law  to  clarify  that  section  8  assistance  could  be  provided  with 
respect  to  the  rental  of  a  space  on  which  to  place  a  manufactured 
home  which  is  rented,  as  well  as  owned.   In  the  case  of  a  rented 
manufactured  home,   the  monthly  assistance  payment  to  a  family 
would  be  the  difference  between  25  percent  of  the  family's  monthly 
income  and  the  sum  of  the  monthly  utility  payments  made  by  the 
family  and  the  maximum  monthly  rent  permitted  with  respect  to  the 
manufactured  home  and  space,  except  that  the  assistance  may  not 
exceed  the  amount  of  the  maximum  monthly  rent.     Any  contract  for 
section  8  assistance  provided  in  connection  with  a  substantially 
rehabilitated  or  newly  constructed  manufactured  home  park  may  not 
be  less  than  20  years  nor  more  than  30  years. 


Restriction  on  Use  of  Assisted  Housing 

Section  3202(g)   would  amend  section  214(a)  of  the  Housing  and 
Community  Development  Act  of  1980  to  provide  that  the  Secretary 
of  HUD  may  not  make  financial  assistance  available  under  the  public 
housing,   section  8,   section  235,   section  236  or  rent  supplement 
programs  for  any  alien  who  is  not  lawfully  admitted  for  permanent 
residence  or  who  is  not  legally  and  permanently  residing  in  the 
United  States. 


Studies 

Homeownership  Opportunities 

Section  3203(a)   would  require  the  Secretary  of  HUD  to 
study  the  extent  to  which  assistance  has  been  made  available  under 
section  8(c)(8)  of  the  United  States  Housing  Act  of  1937  to  assist 
lower  income  families  to  become  homeowners.     The  Secretary  would  be 
directed  to  report  to  Congress  by  January  1,  1982,  on  a  legislative 
proposal  to  establish  a  demonstration  project  to  use  section  8 
assistance  to  increase  homeownership  opportunities  for  lower  income 
families.     The  proposal  would  include,  but  not  be  limited  to, 
targeting  the  demonstration  project  to  preserve  existing  housing  to 
the  maximum  extent  practicable  and  recovering  assistance  when  the 
property  is  resold. 


Fire  Safety 

Section  3203(b)  would  require  the  Secretary  of  HUD  to  study, 
and  report  to  Congress  within  6  months  from  enactment,  the  extent 
to  which  low-income  housing  projects  do  not  meet  applicable  fire 
safety  standards. 
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CHAPTER  3   -   PROGRAM  AUTHORIZATIONS,  EXTENSIONS 
AND  AMENDMENTS 

Authorization  Adjustments 

Elderly  Housing 

Section  3301(a)(1)   would  amend  section  202 ( a ) ( 4 ) ( B) ( i )   of  the 
Housing  Act  of  1959  so  that  as  of  the  beginning  of  fiscal  year 
1982,   the  total  amount  of  Treasury  borrowing  authorized  for  the 
section  202  loan  program  is  reduced  from  $5,7  52,500,000  to 
$5,551,348,000 

Section  3301(a)(2)   would  amend  section  202(a)(4)(C)   of  the  Housing 
Act  of  1959  to  provide  that  not  more  than  $850,848,000  may  be  appro- 
priated for  fiscal  year  1982  for  direct  loans  under  the  section  202 
housing  loan  program  for  low-income  elderly  and  handicapped  persons. 


Research  Authorization 

Section  3301(b)   would  amend  section  501  of  the  Housing  and 
Urban  Development  Act  of  1970  to  provide  an  authorization  of  $25 
million  for  fiscal  year  1982  research  activities  funded  by  the 
Department  of  Housing  and  Urban  Development. 


Federal  Housing  Administration 
General  Insurance  Fund 

Section  3301(c)   would  amend  section  519(f)   of  the  National 
Housing  Act  to  authorize  to  be  appropriated   in  fiscal  year  1982 
an  additional  $127,248,000  to  cover  losses  sustained  by  the  General 
Insurance  Fund. 


Limitation  on  Aggregate  Amount  Which  May  be 
Insured  Under  The  National  Housing  Act 

Section  3301(d)   would  amend  title  V  of  the  National  Housing  Act 
to  provide  that  during  fiscal  year  1982,   the  Secretary  of  HUD  may 
not  enter  into  commitments  to  insure  loans  and  mortgages  with  an 
aggregate  principal  amount  in  excess  of  $41  billion. 


Government  National  Mortgage  Association 

Section  3301(e)(1)   and   (2)   would  amend  section  305  of  the 
Federal  National  Mortgage  Association  Charter  Act  to  increase  the 
Government  National  Mortgage  Association's  purchase  authority 
under  the  Special  Assistance  Functions  by  $1.1  billion  for  fiscal 
year  1982.     In  addition,  GNMA  would  not  be  able  to  enter  into 
commitments  under  such  section  to  purchase  mortgages  with  an 
aggregate  principal  amount  in  excess  of  $1,973  billion;   this  limit 
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would  not  apply  to  any  authority  to  enter  into  commitments  which 
was  authorized  for  use  during  fiscal  year  1981  but  was  not  utilized 
in  that  year. 

Section  3301(e)(3)   would  amend  section  306(g)  of  the  Federal 
National  Mortgage  Association  Charter  Act  to  limit  to  $69,542  billion 
in  fiscal  year  1982  the  authority  of  GNMA  to  enter  into  commitments 
to  issue  guarantees  under  the  mortgage-backed  securities  program. 

Section  3301(e)(4)   would  require  the  Government  National  Mortgage 
Association  (during  fiscal  year  1982)   to  sell  $2  billion  in  mortgages 
which  were  purchased  under  the  "tandem"  programs  authorized  by 
section  305  of  the  Federal  National  Mortgage  Association  Charter  Act. 


Weather ization  Program 

Section  3301(f)   would  amend  section  422  of  the  Energy  Conserva- 
tion in  Existing  Buildings  Act  of  1976  to  provide  a  fiscal  year  1982 
authorization  of  appropriations  of  $193,436,000  for  the  Department 
of  Energy's  low-income  weather ization  grant  program. 


Solar  Bank 

Section  3301(g)   would  (in  lieu  of  the  funds  authorized  under 
section  522  of  the  Solar  Energy  and  Energy  Conservation  Act  of  1980) 
authorize  to  be  appropriated  for  the  Solar  Energy  and  Energy 
Conservation  Bank,   to  provide  financial  assistance  for  the  purchase 
and  installation  of  residential  and  commercial  energy  conserving 
improvements  and  solar  energy  systems,  not  to  exceed  $132  million 
for  each  of  the  fiscal  years  1982,   1983  and  1984. 


Counseling 

Section  3301(h)   would  amend  section  106(a)(3)  of  the  Housing 
and  Urban  Development  Act  of  1968  to  authorize  an  appropriation  of 
$6  million  for  fiscal  year  1982  to  provide  counseling  to  tenants 
and  homeowners  with  respect  to  meeting  the  responsibilities  of 
tenancy  or  homeownership . 


National   Institute  of  Building  Sciences 

Section  3301(i)   would  amend  section  809(h)   of  the  Housing  and 
Community  Development  Act  of  1974  to  extend  from  fiscal  year  1982 
through  fiscal  year  1985  the  time  during  which  authorized  funds 
for  the  National   Institute  of  Building  Sciences  may  be  appropriated 
and  to  limit  to  not  more  than  $500,000  annually,   the  amount  which 
may  be  appropriated  for  fiscal  years  1982,   1983  and  1984. 


80-613  0-81-10 
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HUD  Salaries  and  Administrative  Expenses 

Section  3301(j)   would  provide  that  for  the  administrative  and 
nonadministrative  expenses  of  HUD,   in  lieu  of  any  authorization  for 
fiscal  year  1982  contained   in  section  502  of  the  Housing  Act  of 
1949,   the  Department  of  Housing  and  Urban  Development  Act,  or  any 
other  provision  of  law,   there  is  authorized  to  be  appropriated  not 
to  exceed  $513,037  million  of  which  not  to  exceed  $266,752  million, 
may  be  made  available  from  various  FHA  funds. 


New  Communities 

Section  3301(k)   would  amend  section  717(b)   of  the  National  Urban 
Policy  and  New  Community  Development  Act  of  1970  to  provide  that  for 
the  purposes  of  financing  the  New  Communities  Fund  for  fiscal  year 
1982,   the  Secretary  of  HUD  may  not  issue  obligations  to  the  Secretary 
of  the  Treasury  in  an  aggregate  amount  in  excess  of  $30  million. 


Congregate  Services 

Section  3301(1)  would  amend  section  411(a)  of  the  Congregate 
Housing  Services  Act  of  1978  to  eliminate  funding  authorizations  for 
fiscal  year  1982  for  the  Congregate  Services  Program. 


Program  Extensions 

Extension  of  Federal  Housing  Administration  Mortgage 
Insurance  Programs 

Section  3302  of  the  bill  would  extend  for  one  year  the  authority 
of  the  Secretary  of  Housing  and  Urban  Development  to  insure  mortgages 
or  loans  under  certain  HUD- FHA  mortgage  or  loan  insurance  programs 
contained  in  the  National  Housing  Act.     Under  existing  law,  these 
authorities  will  expire  on  September  30,  1981. 

Subsection  (a)  of  this  section  would  extend,  through  September 
30,  1982,  authority  for  title  I  -  property  improvement  and  mobile 
home  loan  insurance. 

Subsection  (b)  would  extend,  through  September  30,   1982,  the 
Secretary's  general  mortgage  insurance  authorization  under  section 
217.     This  authorization  specifies  the  period  of  time  (through 
September  30,   1981,  under  existing  law)  during  which  loan  or 
mortgages  may  be  insured  under  various  HUD-FHA  insuring  authorities. 
It  includes:     section  203  -  basic  home  mortgage  insurance;  section 
207  -  rental  housing  insurance;  section  213  -  cooperative  housing 
insurance;  section  220  -  rehabilitation  and  neighborhood  conserva- 
tion housing  insurance;   section  222  -  mortgage  insurance  for 
servicemen;  section  223  -  miscellaneous  housing  insurance,  including 
insurance  in  older,  declining  urban  areas  and  for  existing  multi- 
family  housing  projects;   section  231  -  housing  for  the  elderly; 
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section  232  -  nursing  homes;  section  233  -  experimental  housing; 
section  234  -  condominiums;   section  237  -  special  risk  mortgages; 
section  240  -  homeowner  purchases  of  fee  simple  title;   section  241  - 
supplemental  loans  for  multifamily  housing  projects;   section  242  - 
hospitals;  and  section  243  -  homeownership  for  middle-income  families. 

Subsection  (c)   would  extend,   through  September  30,   1982,  the 
insuring  authority  for  section  221  -  housing  for  moderate  income  and 
displaced  families. 

Subsection  (d)   and  (e)  would  extend,  through  September  30,  1982, 
the  insuring  authority  with  respect  to  section  235  -  homeownership 
for  lower  income  families  and  the  insuring  authority  with  respect 
to  section  236  -  rental  and  cooperative  housing  for  lower  income 
families,  respectively. 

Subsection  (f)(1)   would  extend,   through  September  30,   1982,  the 
insuring  authority  with  respect  to  section  244  -  mortgage  insurance 
on  a  co-insurance  basis. 

Subsection  (f)(2)  would  provide  for  a  parallel  extension  of 
the  period  during  which  statutory  percentage  limitations  apply  with 
respect  to  the  aggregate  principal  amount  of  mortgages  insured 
pursuant  to  section  244. 

Subsection  (g)   would  extend,  through  September  30,   1982,  the 
Secretary's  authority  under  section  245  to  insure  graduated  payment 
mortgages  and  loans. 

Subsections   (h)(1)   and   (2)  would  extend  through  September  30, 
1982,  the  authorities  with  respect  to  title  VIII,  Armed  Forces 
related  housing. 

Subsection  (i)   would  extend  through  September  30,  1982, 
authorities  with  respect  to  title  X  land  development. 

Subsection  (j)   would  extend  through  September  30,  1982, 
authorities  with  respect  to  title  XI,  group  practice  facilities. 

Subsection  (k)   would  amend  section  3(a)   of  Public  Law  90-301 
to  extend  through  September  30,   1982,   the  Secretary's  authority 
to  set  administratively  interest  rates  to  meet  the  market  at 
rates  above  the  statutory  maximum  of  6  percent. 

Subsection  (1)   would  amend  section  3(b)  of  the  Emergency 
Home  Purchasee  Assistance  Act  of  1974  to  extend  through  fiscal  year 
1982  the  authority  of  the  Government  National  Mortgage  Association 
to  enter  into  new  commitments  to  purchase  mortgages  under  the 
interim  mortgage  purchase  authority  contained  in  section  313  of 
the  National  Housing  Act. 
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Program  Amendments 

Buyer-Broker  Arrangement 

Section  3303(a)   would  amend  title  V  of  the  National  Housing  Act 
to  provide  that  with  respect  to  insuring  mortgages  on  one-  to  four- 
family  dwelling  units  under  title  II  of  the  National  Housing  Act, 
the  Secretary  may  not  exclude  any  sum  from  the  insured  amount  solely 
on  the  basis  that  such  sum  is  to  be  paid  by  the  buyer  to  a  broker 
who  was  the  buyer's  agent  in  the  purchase  of  the  home. 


National  Institute  of  Building  Sciences 

Section  3303(b)   would  amend  section  809(c)(4)  of  the  Housing 
and  Community  Development  Act  of  1974  to  provide  that  after  the 
first  five  years  of  operation  of  the  Board  of  the  National  Institute 
of  Building  Sciences,  notwithstanding  the  procedures  defined  in 
existing  law  for  filling  vacancies  of  the  Board,   two  members  of  the 
Board  representing  the  public  interest  shall  be  appointed  annually 
by  the  President  of  the  United  States,   with  the  advice  and  consent 
of  the  Senate. 


Weather izat ion 

Section  3303(c)   would  amend  section  413(d)(1)   of  the  Energy 
Conservation  in  Existing  Buildings  Act  of  1976  to  provide  that  when 
the  Secretary  of  Energy  is  making  a  determination  whether  a  tribal 
organization  or  other  entity  which  has  the  capacity  to  provide  services 
to  an  Indian  tribe  should  receive  weatherization  grant  funds  directly 
from  the  Department  of  Energy  instead  of  through  the  State,  the 
Secretary  shall  accept  from  a  tribal  organization  or  other  entity  an 
application  meeting  the  requirements  specified  in  existing  law  and 
shall  consider  that  application  when  making  such  determination. 


Title  I  Manufactured  Home  Loans 

Section  3303(d)   would  amend  section  2(b)   of  the  National  Housing 
Act  to  increase  the  maximum  loan  amounts  and  loan  terms  affecting 
loans  for  the  purchase  of  manufactured  homes  and  lots  on  which  those 
homes  are  located  which  may  be  insured  under  title  I  of  such  Act. 
Section  3303(d)(1)   would  increase  from  $20,000  to  $22,500  the  maximum 
insurable  loan  amount  for  a  single  module  manufactured  home  and 
from  $30,000  to  $35,000  the  maximum  insurable  loan  amount  for  a 
manufactured  home  composed  of  two  or  more  modules.     Section  3303(d)(2) 
would  increase  from  $30,550  to  $35,000  the  maximum  insurable  loan 
amount  for  a  single  module  manufactured  home  and  a  suitably  developed 
lot  on  which  to  place  the  home  and  would  increase  from  $40,550  to 
$47,500  the  maximum  insurable  loan  amount  for  a  multi-module  manu- 
factured home  and  a  suitably  developed  lot.     Section  3303(d)(3)  would 
amend  the  maximum  insurable  amount  for  the  purchase  of  a  lot  on  which 
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to  place  a  manufactured  home  from  $6,950  in  the  case  of  an  undeveloped 
lot  and  from  $10,425  in  the  case  of  a  developed  lot  to  establish  a 
maximum  of  $12,500  in  the  case  of  the  purchase  of  a  suitably  developed 
lot  on  which  to  place  a  manufactured  home.     Section  3303(d)(4)  would 
provide  that  in  areas  where  needed  to  meet  higher  costs  of  land 
acquisition,  site  development,  and  construction  in  connection  with 
the  purchase  of  a  manufactured  home  and  lot  or  lot  alone,  the 
Secretary  may  increase  the  maximum  loan  amounts  by  up  to  an  additional 
$7,500.     Section  3303(d)(5)   would  increase  from  15  to  20  years  the 
maximum  maturity  for  an  insurable  loan  to  finance  the  purchase  of  a 
single  module  manufactured  home.     Section  3303(d)(6)   would  provide 
that  title  I  insurance  would  be  available  for  the  refinancing  of  a 
lot  owned  by  an  individual   (and  purchased  without  title  I  assistance 
but  otherwise  meeting  the  requirements  of  this  section)   when  the 
refinancing  is  made  in  connection  with  the  purchase  of  a  manufactured 
home  and  the  borrower  certifies  that  the  home  and  lot  is  or,  within 
6  months  after  the  date  of  the  loan,  will  be  his  or  her  principal 
residence . 


Increase  in  Maximum  Loan  Limit  for  Manufactured 
Home  Parks 

Section  3303(e)   would  amend  section  207(c)(3)  of  the  National 
Housing  Act  to  increase  the  maximum  loan  amount  which  may  be  insured 
in  connection  with  a  manufactured  home  park  from  $8,000  to  $9,000 
per  manufactured  home  space. 


Tandem  Plan  Mortgages 

Section  3303(f)(1)   would  provide  that  in  entering  into  commitments 
to  purchase  below-market ,   tandem  plan  mortgages  (during  the  period 
beginning  June  15,   1981,  and  ending  October  1,   1982)   under  section 
305  of  the  Federal  National  Mortgage  Association  Charter  Act,  the 
Government  National  Mortgage  Association  may  enter  into  such  com- 
mitments only  with  respect  to  multifamily  projects  for  which  firm 
commitments  for  mortgage  insurance  under  title  II  of  the  National 
Housing  Act  have  been  made  by  the  Secretary  of  Housing  and  Urban 
Development  before  the  expiration  of  the  90-day  period  beginning  on 
the  date  of  the  enactment  of  this  Act.     Commitments  by  the  Association 
shall  be  made  with  respect  to  such  projects  in  the  order  in  which 
such  projects  received  such  firm  commitments  from  the  Secretary. 

Section  3303(f)(2)   would  provide  that  in  making  commitments  to 
purchase  mortgages  described  in  paragraph  (1)   and  in  processing 
firm  commitments  for  mortgage  insurance  for  such  mortgages,  the 
Association  and  the  Secretary,  respectively,  shall  not   (during  the 
period  beginning  June  15,   1981,  and  ending  October  1,   1982)  make 
any  distinction,  based  on  the  receipt  of  a  conditional  commitment 
for  such  insurance,  between  applicants  who  have  received  such  a 
conditional  commitment  and  applicants  who  received  notification 
from  the  Secretary  that  receipt  of  such  a  conditional  commitment 
was  not  a  prerequisite  to  their  obtaining  a  firm  commitment  for 
such  insurance. 


144 


Section  3303(f)(3)  would  establish  June  15,  1981,  as  the  effective 
date  of  the  provisions  in  paragraph  (1)   and  (2). 

Mortgage  Limits 

Section  3303(g)   would  amend  section  203(b)(2)  of  the  National 
Housing  Act  (which  provides  that  the  Secretary  may  increase  the 
FHA  mortgage  limits  on  an  area-by-area  basis  to  the  extent  he  deems 
necessary  after  taking  into  consideration  the  extent  to  which 
moderate  and  middle  income  persons  have  limited  housing  opportunities 
in  the  area  due  to  high  prevailing  housing  sales  prices  except  that 
such  limits  as  so  increased  may  not  exceed  the  lesser  of  133  1/3 
percent  of  the  basic  limits  on  95  percent  of  the  area  median  sales 
price  as  determined  by  the  Secretary)   to  raise  from  133  percent  to 
148  percent  of  the  basic  limits,  the  maximum  allowable  mortgage  amounts. 


Technical  Corrections 

Section  3303(h)   would  make  a  series  of  corrections  to  technical 
errors  in  grammar,  punctuation  or  paragraph  designations  made  in 
recent  amendments  to  section  101  of  the  Housing  and  Urban  Develop- 
ment Act  of  1965,   sections  223(f)   and  234(c)  of  the  National  Housing 
Act,   sections  308(c)   and  318  of  the  Housing  and  Community  Development 
Act  of  1980  and  sections  2(b),   207(c)(3),   213(p),   220(d) ( 3) (B) ( iii) , 
221(k),  231(c)(2)   and  sections  234(c)   and  (j)  of  the  National  Housing  Act. 
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CHAPTER  4  -   FLOOD,    CRIME  AND  RIOT  REINSURANCE 


Authorization  Adjustment 

Flood  Insurance  Studies 

Section  3401  would  amend  section  1376(c)   of  the  National  Flood 
Insurance  Act  to  authorize  to  be  appropriated  for  flood  elevation 
studies  not  to  exceed  $42.6  million  in  fiscal  year  1982. 


Amendments  and  Extensions 

Flood  Insurance  Extensions 

Section  3402(a)(1)   would  amend  section  1319  of  the  National 
Flood  Insurance  Act  of  1968  to  extend  from  September  30,   1981,  to 
September  30,   1982,   the  authority  to  enter  into  new  contracts  for 
flood  insurance  under  the  federal  program. 

Section  3402(a)(2)   would  amend  section  1336(a)   of  the  National 
Flood  Insurance  Act  to  extend  from  September  30,   1981,  until 
September  30,   1982,  the  authority  of  the  Secretary  to  provide  flood 
insurance  under  the  emergency  program  in  communities  for  which  no 
actuarial  rates  or  elevation  studies  have  been  completed. 


Limitation  on  Flood  Insurance  Fund 

Section  3402(b)   would  amend  section  1310  of  the  National  Flood 
Insurance  Act  of  1968  to  provide  that  with  respect  to  any  fiscal 
year  beginning  on  October  1,   1981,  the  National  Flood  Insurance  Fund 
shall  be  subject  to  appropriations  for  all  purposes  except  for  the 
adjustment  and  payment  of  claims  for  losses. 


Purchase  and  Elevation  of  Certain  Flood  Damaged  Property 

Section  3402(c)   would  amend  sections  1362(b)   and  1362(c) 
of  the  National  Flood  Insurance  Act  of  1968  (providing  that 
the  Secretary  may  (1)  purchase  severely  flood  damaged  property 
which  is  irreparable  or  extremely  expensive  to  repair  or  (2) 
provide  a  2  percent  loan  to  help  the  owner  of  flood  damaged 
property  to  elevate  the  property)   to  limit  such  assistance  to 
situations  where  the  property  is  the  principal  residence  of 
the  owner. 


Undeveloped  Barrier  Islands 

Section  3402(d)   would  amend  Chapter  1  of  the  National  Flood 
Insurance  Act  to  deny  new  flood  insurance  coverage  provided  under 
the  Act  for  any  new  construction  or  substantial  improvements  of 
structures  located  on  undeveloped  coastal  barriers  as  designated 
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by  the  Secretary  of  the  Interior.     Those  designations  shall  be  made 
within  90  days  of  enactment  of  this  section. 

The  term  coastal  barrier  means  a  depositional  geologic  feature 
(such  as  a  bay  barrier,  tombolo,  barrier  spit,  or  barrier  island)  which 
consists  of  unconsolidated  sedimentary  materials,   is  subject  to  wave, 
tidal,  and  wind  energies,  and  protects  landward  aquatic  habitats  from 
direct  wave  attack,  all  and  associated  aquatic  habitats  including  the 
adjacent  wetlands,  marshes,  estuaries,   inlets  and  nearshore  waters. 
A  coastal  barrier  or  any  portion  thereof  shall  be  treated  as  an 
undeveloped  coastal  barrier  if  there  are  few  manmade  structures  on 
the  barrier  or  portion  thereof  and  these  structures  and  man's  activities 
on  the  barrier  do  not  significantly  impede  geomorphic  and  ecological 
processes. 


Crime  Insurance  and  Riot  Reinsurance 

Section  3402(e)  would  amend  section  1201(b)  of  the  National 
Housing  Act  to  extend  the  powers  of  the  Secretary  to  provide  new 
crime  insurance  and  riot  reinsurance  from  September  30,  1981, 
through  September  30,   1982.     The  amendment  would  also  authorize  the 
Secretary  to  continue  existing  crime  insurance  and  riot  reinsurance 
coverage  through  September  30,  1985. 


CHAPTER  5  -   RURAL  HOUSING 


Authorization  Adjustments  and  Program  Amendments  and  Extensions 
Authorizations 

Section  3501(a)(1)   and  (2)  would  amend  section  513(a)  of  the 
Housing  Act  of  1949  to  authorize  the  Secretary  of  Agriculture,  subject 
to  limitations  in  appropriation  Acts,   to  insure  or  guarantee  loans 
with  an  aggregate  principal  amount  of  not  to  exceed  $3,700,600,000 
in  fiscal  year  1982  of  which  not  less  than  $3,170,000,000  would  be 
available  for  low-  and  moderate- income  borrowers  receiving  interest 
credit  assistance.     Section  3501(a)(3)  would  amend  section  513(a) 
of  the  Housing  Act  of  1949  to  eliminate  funding  authorizations  for 
homeowner  loan  guarantees  for  above-moderate  income  borrowers. 
Section  3501(a)(4)   would  provide  that  not  more  than  $50  million  be 
made  available  for  section  504  repair  loans  and  grants  of  which  not 
more  than  $25  million  would  be  available  for  repair  grants.  Section 
3501(a)(5)  would  amend  section  513(b)(3)  of  the  Housing  Act  of  1949 
to  extend  through  fiscal  year  1982  the  authority  to  make  section  516 
farm  labor  housing  grants.     Section  3501(a)(6)   would  amend  section 
513(b)(4)  of  the  Housing  Act  of  1949  to  extend  through  fiscal  year 
1982  the  authority  to  make  section  525  technical  assistance  and 
delinquent  borrower  counseling  grants. 

Section  3501(b)  would  amend  section  515(b)(5)  of  the  Housing 
Act  of  1949  to  extend  through  fiscal  year  1982  the  authority  to 
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make  section  515  loans  for  elderly,  handicapped  and  low-  or 
moderate- income  rental  housing. 

Section  3501(c)  would  amend  section  517(a)(1)  of  the  Housing 
Act  of  1949  to  extend  through  fiscal  year  1982  the  authority  to 
make  interest  credit  loans  to  low-  and  moderate- income  borrowers. 

Section  3501(d)   would  amend  section  521(a)(1)(B)   of  the  Housing 
Act  of  1949  to  remove  the  requirement  that  the  Secretary  of 
Agriculture  provide  interest  credits  to  moderate  income  families  if 
such  assistance  is  necessary  in  order  to  purchase  FmHA-assisted 
housing.     Instead,   the  Secretary  is  given  the  discretionary  authority 
to  provide  this  assistance. 

Section  3501(e)   would  amend  section  521(a)(2)(D)   of  the  Housing 
Act  of  1949  to  provide  that,   to  the  extent  approved  in  appropriation 
Acts,  the  Secretary  may  enter  into  rental  assistance  payment  con- 
tracts in  an  aggregate  amount  of  not  more  than  $398,000,000  in 
fiscal  year  1982. 

Section  3501(f)  would  amend  section  523  of  the  Housing  Act  of 
1949,   (1)   to  extend  the  Mutual  Self-Help  Site  Loan  Program  authority 
through  fiscal  year  1982,    (2)   to  provide  subject  to  appropriations 
$3  million  of  additional  loan  authority  for  fiscal  year  1982,  and 
(3)   to  limit  to  not  more  than  $5  million  the  total  amount  available 
in  the  site  loan  fund  for  fiscal  year  1982. 


CHAPTER  6   -   EFFECTIVE  DATE 


Section  3551  would  provide  that  the  amendments  included  in 
part  A  will  become  effective  on  October  1,  1981. 
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Subtitle    B   —   International   Development  Banks 

CHAPTER    1    --    INTERNATIONAL   BANK   FOR  RECONSTRUCTION 
AND  DEVELOPMENT 


Increase    in   Subscription   of  Stock 

Section   3601.      The   U.S.    Governor   of   the   Bank   is  authorized 
to   vote    to   increase   by   365,000    shares    the   capital   stock   of  the 
Bank;    and    to   subscribe   on  behalf   of   the   United   States  73,010 
shares   of    the    capital   stock   of    the    Bank.    The  legislation 
stipulates    that  not  more   than   7    1/2   percent   ($658,305,195)  of 
the   price   of    the   shares   subscribed  may  be   paid   in  and  the 
remainder   ($8,149,256,155)    will   be   subject   to   call   only   to  mee 
obligations   of   the   Bank   for   funds   borrowed   or   on  loans 
guaranteed  by    it.    The    legislation  also   stipulates    that  the 
subscription    is   effective   only    to    the   extent   as    provided  in 
advance    in   appropriations  Acts. 

To  make    the   subscription  available    there   are  hereby 
authorized   to  be   appropriated,   without   fiscal  year  limitation, 
$658,305,195    for   payment   by    the   Secretary   of   the  Treasury. 

Future    Subscriptions   of  Stock 

Section   3602.      Sec.    27(a)    (2)   of   22  U.S.C.    286e-lf(a)  (2) 
amended   by   striking  out    "That   any   subscription  ***  has  been 
appropriated."   and   inserting   "That    any  subscription  to 
additional   shares   shall   be   effective  only   to   such  extent  or  in 
such  amounts   as   are    provided   in  advance    in  appropriation  Acts." 


CHAPTER  2    --   INTERNATIONAL  DEVELOPMENT  ASSOCIATION 

Sixth  Replenishment 

Section  3611.      The  U.S.    Governor   is   authorized   to  pay 
$3,240,000,000    to   IDA  as    the   U.S.    contribution   to   the  Sixth 
Re  pi enishment . 

The   commitment    is   subject    to  obtaining  the  necessary 
appropr  ia  t  ions . 

The  amount  of   $3,240,000,000    is   authorized  to  be 
appropriated  without   fiscal   year  limitation. 
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CHAPTER   3    --   AFRICAN   DEVELOPMENT  BANK 


Short  Title 


Section  3621.  This  chapter  may  be  cited  as  the  "African 
Development    Bank  Act." 

Acceptance   of  Membership 

Section   3622.      The   President    is   authorized   to  accept 
membership   for    the   United   States    in   the   African  Development 
Bank. 


Governor   and   Alternate  Governor 


Section  3623.      The   President,    with   advice   and   consent  of 
the   Senate,    shall   appoint   a    governor   and   an   alternate  governor 
of    the  Bank. 

The  term  of  office  is  to  be  5  years  subject  to  termination 
at  anytime   or  reappointment. 

No   person   shall    receive   any   salary   from  the   United  States 
except    for   reasonable   expenses    to   attend  meetings    of   the  Board 
of  Governors. 

The   Governor   or    in  his   absence    the   alternate   shall   cast  the 
U.S.'    votes,    upon   instructions    of   the   President,    for  the 
Director   to   represent    the   United   States    in   the  Bank. 

Director   or   Alternate   Director;  Allowances 

Section   3624.      The   Director,    or   his    alternate,    if  citizens 
of    the   United   States   may,    at    the   discretion  of   the  President, 
receive   such   compensation   together  with   those   received   from  the 
Bank   and   African  Development   Fund   as   will   not   exceed  those 
authorized   for   a   Chief  of  Mission,    within   the  meaning  of  the 
Foreign   Service   Act   of  1980. 

Applicability  of   Bretton  Woods   Agreements  Acts 

Section   3625.      Provision   of   22   U.S.C.    286b,    section  4, 
shall   apply   to    the   Bank   to   the   same   extent   as    to    the   IBRD  and 
IMF.    Reports   with   respect    to    the    Bank   under   paragraphs    (5)  and 
(6)    of   section  4    of   said   citation   shall   be    included   in  the 
first   and   subsequent   reports   made   after   the   United  States 
accepts  membership. 


Restrictions 


Section  3626.  Unless  authorized  by  law,  neither  the 
President   or   any   person  or   agency  shall: 
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1)  Subscribe    to   additional   shares    of   stock   of   the  Bank; 

2)  Vote   or   agree    to   any   amendment   which    increases  the 
obligations   of    the   United   States   or   which   changes    the  purpose 
or    function   of    the    Bank;  or 

3)  Make   a    loan  or    provide   other    financing   to    the  Bank, 
except    that   an   agency,    created   by   an   Act   of   Congress,    which  is 
authorized  by    law   to    provide   funds    to  international 
organizations,    may   provide    funds    for   technical   assistance  to 
the  Bank. 


Federal   Reserve   Banks   as  Depositories 


Section   3627.      Any   Federal   Reserve   bank   requested   by  the 
Bank   to    act   as    its    depository   or    fiscal   agency   shall    do   so,  and 
the   Board   of   Governors    of    the   Federal   Reserve   System  shall 
supervise   the   carrying  out   of   these    functions   by    the  Federal 
Reserve   banks . 


Subscription    of  Stock 


Section  3628.  The  Preside 
29,820  shares  of  the  capital  s 
subscription  is  effective  only 
advance    in   appropriation  Acts. 


nt    is   authorized    to   subscribe  to 
tock   of   the   Bank.  The 
to    the   extent   as    provided  in 


(B)  .      There   is    $359,733,570,    of  which  25%   is    to  be   paid  in, 
authorized    to   be   appropriated   without    fiscal   year  limitation 
for   payment   of   the   U.S.    subscription  to    the   shares   of  the 
capital    stock   of    the   African   Development  Bank. 

(C)  .  Any  payment  from  the  Bank  to  the  United  States  shall 
be   covered    into    the   Treasury   as    a  miscellaneous  receipt. 


Jurisdiction   of   United   States  Courts 


Section   3629.      For   purposes   of   any   civil   action   by  or 
against   the   Bank,    the   Bank   shall   be   deemed    to   be   an  inhabitant 
of    the   Federal    judicial    district    in   which    its    principal  office 
within   the   United   States   or    its    agent    for    the   purpose  of 
accepting   service    is    located.    The   Federal   District    Courts  shall 
have   original    jurisdiction   and   U.S.    law  will   be  controlling. 

When   an   action    is   brought    in   State   court   against    the  Bank 
it  may  be   removed  at   anytime   before  trial. 


Effectiveness   of  Agreements 


Section   3630.      Paragraph   5    of   article   49,    articles  50 
through   59,    shall   have    full    force    and   effect    in   the  United 
States   and   possessions,    upon   acceptance   of   membership  by  the 
United   States    in    the    Bank.    The    United   States    retains    for  itself 
and   its    political   subdivisions    the   right    to    tax   salaries  and 
emoluments    paid   by    the    Bank    to   U.S.    citizens    or  nationals. 
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Securities    Issued  by   Che  Bank 

Section   3631.      Any   securities    issued   by    the   Bank  in 
connection  with   the   raising  of   funds    for    the   ordinary  captial 
resources   and   any   securities   guaranteed   by    the   Bank   shall  be 
deemed   to   be   exempted   securities.      15   U.S.C.    77c,  78c. 

The    Bank   shall    file  with   the   SEC   an   annual   and  other 
reports  with   regard    to   such   securities    as    the   SEC  shall 
determine  appropriate. 

(B).      The   SEC,    acting   in   consultation  with   such   agency  or 
officer   as    the   President   shall   designate,    is   authorized  to 
suspend   subsection   (A)    at   any    time   as    to   any  or   all  securities 
issued   or   guaranteed   by   the  Bank. 

Technical  Amendments 

Section  3632.  (A).  The  words  "or  the  African  Development 
Bank"  are  inserted  after  the  words  "Asian  Development  Bank"  of 
the   last   sentence   of   paragraph    7,    12   U.S.C.  24. 

(B)  .      22  U.S.C.    262d    is   amended  by    inserting   "and  the 
African  Development    Bank"   following    the  words  "Asian 
Development  Bank." 

(C)  .      22  U.S.C.    262f    is    amended  by    inserting  "and  the 
African  Development    Bank"   following    the  words  "Asian 
Development  Bank." 

(D)  .      22   U.S.C.    11  be -2    is   amended  by    inserting   the  words 
"and    the   African  Development    Bank,"    following   the  words 
"African  Development  Fund." 

CHAPTER   4    --   INTER-AMERICAN   DEVELOPMENT  BANK 
AND   ASIAN  DEVELOPMENT  BANK 


Contributions    to    the   Inter-American  Development  Bank 

Section   3641  .      22   U.S.C.    28  3e    ( ID B   Act)    is   amended  by 
adding   the    following  new  section: 

"Sec.    30(a).      The   U.S.    Governor    is   authorized    to  contribute 
$70,000,000    to   the   Fund   for    Special   Operations   subject  to 
obtaining    the   necessary  appropriations. 

"(b).      In   order   to   pay    for    a   portion  of    the   increase   in  the 
U.S.    subscription   to    the   capital   stock   of   the   Bank   provided  for 
in   section  29(a)    and    the   U.S.    contribution   to    the   Fund  for 
Special   Operations    provided    for    in   this    section,    there  are 
authorized    to  be   appropriated,   without   fiscal   year  limitation, 
for   payment   by    the   Secretary   of    the   Treasury    (1)  $274,920,799 
for   the   U.S.    subscription  and    (2)    $70,000,000    for   the  U.S. 
contribution   to    the  F.S.O.." 
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Contributions   to   the   Asian  Development  Bank 

Section  3642.      22  U.S.C.    285    (Asian  Development   Bank  Act) 
is   amended  by   adding   the   following  new  section: 

Sec.    26(a)      The   U.S.    Governor   is   authorized   to  pay 
$66,750,000   as   the  remaining  portion  of   the  U.S.  contribution 
to   the   Asian  Development   Fund  subject   to  obtaining  the 
necessary  appropriations." 

"(b).      In   order   to   pay   for   the   U.S.    contribution   to  the 
Asian  Development    Fund   provided   for   in   this   section,    there  are 
authorized   to  be  appropriated,   without   fiscal  year  limitation, 
$66,750,000    for  payment   by   the   Secretary  of   the  Treasury." 

Future   Subscriptions   of   Stock   to   the   Asian  Development  Bank 

Section  3643.      Sec.    22(a)   of   22  U.S.C.    285s(a)    is  amended 
by   striking  out   "That   any   subscription  ***  has  been 
appropriated."   and   inserting   "That   any   subscription  to 
additional   shares    shall   be   effective  only   to   such  extent  or  in 
such  amounts   as   are   provided   in  advance   in  appropriations  Acts." 


CHAPTER  5    --   OPPOSITION  TO  ASSISTANCE   TO   CERTAIN  COUNTRIES 

De  f  in  i  t  ion 

Section   3651.      "World   Bank"    is   defined  as    IBRD,    IDA,  and 
IFC   for   all   opposition   to   assistance   to  certain  countries. 

Assistance   to  Afghanistan 

Section  3652.      The   U.S.    Directors   at    the   World   Bank  and 
Asian  Development   Bank  are   required   to   actively  oppose  any 
proposed   assistance   to  Afghanistan  unless— 

1)  the  President  certifies   that  Afghanistan  is  not 
dominated   by    the    Soviet    Union   or    that   all  Soviet 
troops  have  been  withdrawn;  and 

2)  the   Secretary  of   Treasury,    consulting  with  the 
Secretary  of   State,    certifies   that   any  assistance 
or  disbursements  will  benefit   Afghanistan  and  not 
the   Soviet  Union. 

Assistance   to  Vietnam 

Section   365  3.      U.S.    Directors   at    the   World   Bank  and   AD B  are 
required    to  actively   oppose   any   proposed  new   extension  of 
assistance   to  Vietnam  unless   the  President  certifies  that-- 

1)  Vietnam  has  withdrawn   its    troops    from  Laos  and 
Kampuchea  and   the   assistance  will   not   aid  Vietnamese 
external  military  activities;  and 

2)  Vietnam  is   not   a    threat   to    the   stability  and  security 
of   Southeast   Asia;  and 

3)  Vietnam  is   cooperating  with   the  U.S.    in  accounting  for 
U.S.   military  personnel  missing   in   Southeast  Asia. 
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Cuba 

Section   3654.      The    Secretary   of    Treasury   and   U.S.  Directors 
of   the   World   Bank   and   Inter-American  Development   Bank  are 
required    to   actively   oppose    any   application   for  membership  in 
these    institutions   by    Cuba   and   any   assistance    to   Cuba  unless 
the   President   certifies  that-- 

1)  Cuba   is   not   a    threat   to    international  stability 
or   U.S.    national  security; 

2)  Cuba  has   negotiated   an   agreement  with   the  U.S. 

for   losses   by   U.S.    nationals   since    January    1,  1959, 
certifiable  under   Title  V   of   the  International 
Claims    Settlement   Act   of  1949. 

Countries   Which    Impose   Economic  Sanctions 
Against    the    United  States 

Section   3655.      The   U.S.    Directors   of   the   World  Bank, 
African  Development    Bank,    African   Development  Fund, 
In t e r- Ame r i c an  Development   Bank,    and   Asian  Development   Bank  are 
required    to   actively   oppose   any  new  assistance   by  those 
agencies    to   countries  which   the   President   determines  are 
attempting   to   influence   U.S.    policy   through  economic  sanctions 
against   the  U.S. 

CHAPTER  6    --   TARGETING  ASSISTANCE   TO   THE  NEEDY 

This  Chapter  directs  the  Secretary  of  the  Treasury  to 
consult  with  representatives  of  other  countries  about 
establishing  guidelines  in  the  multilateral  banks  which  g 
priority  to  programs  benefitting  the  needy.  It  says  that 
infrastructure  projects,  projects  for  productive  capacity 
projects  to  address  social  problems  can  all  accomplish  th 
done   correct ly . 


CHAPTER    7    --   COORDINATING  ASSISTANCE 

Section   3661.      Resources   of    the  multilateral  development 
banks    to  which    the   United   States    contributes   should  be 
channeled   to    the  maximum  extent   feasible    to   countries   which  are 
important   to   U.S.    foreign   policy   and   security  objectives, 
supportive   of   these   objectives,    and   have    domestic   economic  and 
political    structures   conducive   to   growth   and   compatible  with 
market  economies. 

(B).      The   Secretary   of   Treasury   is   required   to   work  with 
Department   of   State,    AID,    MDBs ,    and    countries   described  in 
subsection   (A)    to    identify   and   prepare   proposals  for 
consideration  by    the  MDBs. 


154 


Reexamining   Basic   Funding  Mechanisms 

Section   3672.      The   Secretary  of   Treasury    is   required  to 
report    to   Congress,    not  more    than   six  months   after   enactment  of 
this   Act,    on   feasibility   and  desirability  of  alternative 
financing   for    the   MDBs ,  including-- 

(a)  an  assessment   of    the   proposal    that  borrowing-to-capital 
ratios    for   the   IBRD  and   the   regional  development  banks 
should  be   increased;  and 

(b)  an  assessment  of  whether   future   capital  expansions 
could  be  made   on   the  basis   of  callable  capital   only;  and 

(c)  an  assessment  of  feasibility  of  altering  IDA  procedures 
to  include  certain  interest  subsidies  for  loans  by  eli- 
gible  countries    from  the  IBRD. 

Congressional  Consultations 

Section  3673.      The   Secretary  of   Treasury,   or   designee,  is 
required    to   consult   with    the   Chairman   and   Ranking  Minority 
Member  of   the  House   Banking  and  Appropriations  Committees  and 
their   appropriate    subcommittees,    and    the    Senate  Foreign 
Relations   and  Appropriations   Committees   and   their  appropriate 
s u b c o mm ittees   by  30   days   before   any  U.S.  representatives 
participate   in   any   international   discussions  or  negotiating 
sessions    to  consider   future  replenishments    or  capital 
expansions   of   any  MDB. 

Report   on  New  Lending  Facility 

Section   3674.      The   Secretary   of   Treasury   is   required  to 
submit  a   report   to  Congress  by   October   1,    1981,    assessing  the 
nature,    prospects   and  possible  value   of  establishing   a  lending 
facility   for   development  of  new  energy   resources   in  developing 
countries    in  affiliation  with   the  IBRD. 

Report   on  Lending  Procedures 

Section   3675.      This   section  directs    the    Secretary  of  the 
Treasury   to  report   to  Congress  by   October   1,    1981    as  to 
whether      a)    certain  administrative   practices   by  the 
multilateral  banks  may  result   in   poorly  conceived   loans;    and  b) 
any   legislative   or   U.S.    administrative  action   is  necessary. 


Section   3676.      Direct    loans   made   by    the   Ex por t- Im po r t  Bank 
in   fiscal   year    1982   are   limited   to   an  aggregate  amount  of 
$3,961,000.      The   date   of   expiration  of   the   Export-Import  Bank 
is    changed    from   September   30,    1983   to   September   30,  1982. 
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Subtitle  C  -  Banking  and  Related  Matters 


Short  Title 

Section  3701.     This  section  provides  that  this  subtitle  may 
be  cited  as  the  "Banking  and  Related  Programs  Authorization  Adjustment 
Act.  " 


Department  of  the  Treasury 

Section  3702(a).     This  subsection  limits,   for  the  fiscal  years 
1982,   1983,  and  1984,  the  authorization  for  the  salaries  and  expenses 
of  the  Office  of  the  Secretary  of  the  Treasury.     The  limits  are 
$32,760,000  for  1982,   $33,516,000  for  1983,   and  $34,252,000  for 
1984. 

Section  3702(b)(1).     This  provision  authorizes, for  fiscal 
year  1982,   $22,962,000  to  be  appropriated  for  the  international 
affairs  administrative  expenses  for  the  Treasury  Department. 

Section  3702(b)(2).     This  provision  requires  the  Secretary 
of  the  Treasury  to  transmit  to  the  Congress  a  report  on  the  status 
of  negotiations  to  reform  existing  international  agreements  on  export 
credit.     The  report  will  include  a  recommendation  as  to  whether  the 
Congress  should  enact  legislation  to  enhance  the  ability  of  the 
Export-Import  Bank  to  offer  credit  fully  competitive  with  the  sub- 
sidized export  credit  offered  by  other  governments,   in  order  to 
improve  the  prospects  for  a  successful  conclusion  of  these  negotia- 
tions . 

Section  3702(c).     This  subsection  1  for  the  fiscal  years 

1982,   1983,  and  1984,   the  authorization  for  the  salaries  and  expenses 
of  the  Bureau  of  Government  Financial  Operations.     The  limits  are 
$154,869,000  for  1982,   $162,837,000  for  1983,  and  $170,610,000  for 
1984. 

Section  3702(d).     This  subsection  limits,   for  fiscal  years 

1982,  1983,  and  1984,  the  authorization  for  the  salaries  and  expenses 
to  carry  out  the  New  York  City  Loan  Guarantee  Act  of  197  8.     The  limits 
are  $891,000  for  1982,   $963,900  for  1983,  and  $1,028,700  for  1984. 

Section  3702(e).     This  subsection  limits,   for  fiscal  years  1982, 

1983,  and  1984,   the  authorization  for  the  salaries  and  expenses  to 
carry  out  the  Chrysler  Corporation  Loan  Guarantee  Act  of  197  9.  The 
limits  are  $1,291,000  for  1982,   $1,319,400  for  1983,  and  $1,347,300 
for  1984. 

Section  3702(f).     This  subsection  terminates  the  permanent 
authorization  for  appropriations  for  salaries  and  expenses  of  the 
Bureau  of  the  Mint.     It  authorizes  an  appropriation  of  $52,206,000 
for  fiscal  year  1982. 


_  1 1 
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National  Consumer  Cooperative  Bank 

Section  3703(a).     This  subsection  amends  section  104(d)  of 
the  National  Consumer  Cooperative  Bank  Act,  as  amended   (12  U.S.C. 
3014(a))   to  permit  the  Bank  to  be  capitalized  by  the  sale  of  stock 
to  other  investors  in  addition  to  the  United  States  and  the  public 
and  private  entities  currently  listed  as  potential  investors  in 
that  section.     This  amendment  will  facilitate  the  ultimate  goal 
that  the  Bank  become  an  entirely  privately  owned  financial  insti- 
tution by  expanding  the  sources  of  capital  currently  available  to 
it.     The  Board  of  Directors  of  the  Bank  shall  have  full  discretion 
to  issue  non-voting  stock  to  any  investors  of  such  classification 
and  priorities  as  it  may  deem  necessary  to  market  such  stock.  The 
provisions  for  Class  A,  Class  B  and  Class  C  stock  shall  not  be 
affected  by  this  amendment. 

Section  3703(b).   This  subsection  amends  section  202  of  the 
National  Consumer  Cooperative  Bank  Act  to  authorize  to  be  appropriated 
to  the  Office  an  amount  not  to  exceed  $14  million  for  the  fiscal 
year  1982,  $25  million  for  fiscal  year  1983,  and  $25  million  for 
fiscal  year  1984.     The  subsection  makes  it  clear  that  this  change 
in  the  authorized  amount  shall  not  affect  the  authorization  of 
appropriations  for  fiscal  year  1981  which  was  made  under  section  202 (a) 
of  the  Act  as  such  section  was  in  effect  the  day  before  the  date  of 
enactment  of  this  subsection. 

Section  3703(c).     This  subsection  amends  Section  202  of  the 
National  Consumer  Cooperative  Bank  Act,   as  amended,    (12  U.S.C.  3042) 
to  provide  that  repayments  of  interest  made  to  the  Self-Help 
Fund  within  the  Bank  shall  be  available  to  the  Bank  for  use  as 
directed  by  the  Board  of  Directors  of  the  Bank.     This  will  help 
enable  the  Bank  to  meet  its  salaries  and  expenses  from  income  and 
eliminate  the  need  for  additional  appropriations  for  this  purpose. 

Section  3703(d).     This  subsection  amends  Section  104(a)  of 
the  National  Consumer  Cooperative  Bank  Act  by  limiting  to  $47 
million  the  amount  authorized  to  be  appropriated  in  fiscal  year  1982 
for  the  purchase  by  the  United  States  of  the  Class  A  stock  issued 
by  the  Bank. 


Council  on  Wage  and  Price  Stability 

Section  3704.  This  section  repeals  the  authorization  for 
the  Council  on  Wage  and  Price  Stability. 
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HUD  Salaries  and  Administrative  Expenses 

Section  3301(j)   would  provide  that  for  the  administrative  and 
nonadministrative  expenses  of  HUD,   in  lieu  of  any  authorization  for 
fiscal  year  1982  contained   in  section  502  of  the  Housing  Act  of 
1949,   the  Department  of  Housing  and  Urban  Development  Act,  or  any 
other  provision  of  law,  there  is  authorized  to  be  appropriated  not 
to  exceed  $513,037  million  of  which  not  to  exceed  $266,752  million, 
may  be  made  available  from  various  FHA  funds. 


New  Communities 

Section  3301(k)   would  amend  section  717(b)   of  the  National  Urban 
Policy  and  New  Community  Development  Act  of  1970  to  provide  that  for 
the  purposes  of  financing  the  New  Communities  Fund  for  fiscal  year 
1982,   the  Secretary  of  HUD  may  not  issue  obligations  to  the  Secretary 
of  the  Treasury  in  an  aggregate  amount  in  excess  of  $30  million. 


Congregate  Services 

Section  3301(1)  would  amend  section  411(a)  of  the  Congregate 
Housing  Services  Act  of  1978  to  eliminate  funding  authorizations  for 
fiscal  year  1982  for  the  Congregate  Services  Program. 


Program  Extensions 

Extension  of  Federal  Housing  Administration  Mortgage 
Insurance  Programs 

Section  3302  of  the  bill  would  extend  for  one  year  the  authority 
of  the  Secretary  of  Housing  and  Urban  Development  to  insure  mortgages 
or  loans  under  certain  HUD-FHA  mortgage  or  loan  insurance  programs 
contained  in  the  National  Housing  Act.     Under  existing  law,  these 
authorities  will  expire  on  September  30,  1981. 

Subsection  (a)  of  this  section  would  extend,  through  September 
30,   1982,  authority  for  title  I  -  property  improvement  and  mobile 
home  loan  insurance. 

Subsection  (b)  would  extend,  through  September  30,   1982,  the 
Secretary's  general  mortgage  insurance  authorization  under  section 
217.     This  authorization  specifies  the  period  of  time  (through 
September  30,   1981,  under  existing  law)  during  which  loan  or 
mortgages  may  be  insured  under  various  HUD-FHA  insuring  authorities. 
It  includes:     section  203  -  basic  home  mortgage  insurance;  section 
207  -  rental  housing  insurance;   section  213  -  cooperative  housing 
insurance;  section  220  -  rehabilitation  and  neighborhood  conserva- 
tion housing  insurance;   section  222  -  mortgage  insurance  for 
servicemen;   section  223  -  miscellaneous  housing  insurance,  including 
insurance  in  older,  declining  urban  areas  and  for  existing  multi- 
family  housing  projects;  section  231  -  housing  for  the  elderly; 
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section  232  -  nursing  homes;  section  233  -  experimental  housing; 
section  234  -  condominiums;   section  237  -  special  risk  mortgages; 
section  240  -  homeowner  purchases  of  fee  simple  title;  section  241  - 
supplemental  loans  for  multifamily  housing  projects;   section  242  - 
hospitals;  and  section  243  -  homeownership  for  middle-income  families. 

Subsection  (c)  would  extend,  through  September  30,  1982,  the 
insuring  authority  for  section  221  -  housing  for  moderate  income  and 
displaced  families. 

Subsection  (d)   and  (e)  would  extend,  through  September  30,  1982, 
the  insuring  authority  with  respect  to  section  235  -  homeownership 
for  lower  income  families  and  the  insuring  authority  with  respect 
to  section  236  -  rental  and  cooperative  housing  for  lower  income 
families,  respectively. 

Subsection  (f)(1)  would  extend,  through  September  30,   1982,  the 
insuring  authority  with  respect  to  section  244  -  mortgage  insurance 
on  a  co-insurance  basis. 

Subsection  (f)(2)  would  provide  for  a  parallel  extension  of 
the  period  during  which  statutory  percentage  limitations  apply  with 
respect  to  the  aggregate  principal  amount  of  mortgages  insured 
pursuant  to  section  244. 

Subsection  (g)  would  extend,  through  September  30,  1982,  the 
Secretary's  authority  under  section  245  to  insure  graduated  payment 
mortgages  and  loans. 

Subsections   (h)(1)   and  (2)  would  extend  through  September  30, 
1982,  the  authorities  with  respect  to  title  VIII,  Armed  Forces 
related  housing. 

Subsection  (i)  would  extend  through  September  30,  1982, 
authorities  with  respect  to  title  X  land  development. 

Subsection  (j)  would  extend  through  September  30,  1982, 
authorities  with  respect  to  title  XI,  group  practice  facilities. 

Subsection  (k)  would  amend  section  3(a)  of  Public  Law  90-301 
to  extend  through  September  30,   1982,  the  Secretary's  authority 
to  set  administratively  interest  rates  to  meet  the  market  at 
rates  above  the  statutory  maximum  of  6  percent. 

Subsection  (1)  would  amend  section  3(b)  of  the  Emergency 
Home  Purchasee  Assistance  Act  of  1974  to  extend  through  fiscal  year 
1982  the  authority  of  the  Government  National  Mortgage  Association 
to  enter  into  new  commitments  to  purchase  mortgages . under  the 
interim  mortgage  purchase  authority  contained  in  section  313  of 
the  National  Housing  Act. 
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Program  Amendments 

Buyer-Broker  Arrangement 

Section  3303(a)   would  amend  title  V  of  the  National  Housing  Act 
to  provide  that  with  respect  to  insuring  mortgages  on  one-  to  four- 
family  dwelling  units  under  title  II  of  the  National  Housing  Act, 
the  Secretary  may  not  exclude  any  sum  from  the  insured  amount  solely 
on  the  basis  that  such  sum  is  to  be  paid  by  the  buyer  to  a  broker 
who  was  the  buyer's  agent  in  the  purchase  of  the  home. 


National  Institute  of  Building  Sciences 

Section  3303(b)  would  amend  section  809(c)(4)  of  the  Housing 
and  Community  Development  Act  of  1974  to  provide  that  after  the 
first  five  years  of  operation  of  the  Board  of  the  National  Institute 
of  Building  Sciences,  notwithstanding  the  procedures  defined  in 
existing  law  for  filling  vacancies  of  the  Board,  two  members  of  the 
Board  representing  the  public  interest  shall  be  appointed  annually 
by  the  President  of  the  United  States,  with  the  advice  and  consent 
of  the  Senate. 


Weatherization 

Section  3303(c)  would  amend  section  413(d)(1)  of  the  Energy 
Conservation  in  Existing  Buildings  Act  of  1976  to  provide  that  when 
the  Secretary  of  Energy  is  making  a  determination  whether  a  tribal 
organization  or  other  entity  which  has  the  capacity  to  provide  services 
to  an  Indian  tribe  should  receive  weatherization  grant  funds  directly 
from  the  Department  of  Energy  instead  of  through  the  State,  the 
Secretary  shall  accept  from  a  tribal  organization  or  other  entity  an 
application  meeting  the  requirements  specified  in  existing  law  and 
shall  consider  that  application  when  making  such  determination. 


Title  I  Manufactured  Home  Loans 

Section  3303(d)  would  amend  section  2(b)  of  the  National  Housing 
Act  to  increase  the  maximum  loan  amounts  and  loan  terms  affecting 
loans  for  the  purchase  of  manufactured  homes  and  lots  on  which  those 
homes  are  located  which  may  be  insured  under  title  I  of  such  Act. 
Section  3303(d)(1)  would  increase  from  $20,000  to  $22,500  the  maximum 
insurable  loan  amount  for  a  single  module  manufactured  home  and 
from  $30,000  to  $35,000  the  maximum  insurable  loan  amount  for  a 
manufactured  home  composed  of  two  or  more  modules.     Section  3303(d)(2) 
would  increase  from  $30,550  to  $35,000  the  maximum  insurable  loan 
amount  for  a  single  module  manufactured  home  and  a  suitably  developed 
lot  on  which  to  place  the  home  and  would  increase  from  $40,550  to 
$47,500  the  maximum  insurable  loan  amount  for  a  multi-module  manu- 
factured home  and  a  suitably  developed  lot.     Section  3303(d)(3)  would 
amend  the  maximum  insurable  amount  for  the  purchase  of  a  lot  on  which 


160 


to  place  a  manufactured  home  from  $6,950  in  the  case  of  an  undeveloped 
lot  and  from  $10,425  in  the  case  of  a  developed  lot  to  establish  a 
maximum  of  $12,500  in  the  case  of  the  purchase  of  a  suitably  developed 
lot  on  which  to  place  a  manufactured  home.     Section  3303(d)(4)  would 
provide  that  in  areas  where  needed  to  meet  higher  costs  of  land 
acquisition,  site  development,  and  construction  in  connection  with 
the  purchase  of  a  manufactured  home  and  lot  or  lot  alone,  the 
Secretary  may  increase  the  maximum  loan  amounts  by  up  to  an  additional 
$7,500.     Section  3303(d)(5)  would  increase  from  15  to  20  years  the 
maximum  maturity  for  an  insurable  loan  to  finance  the  purchase  of  a 
single  module  manufactured  home.     Section  3303(d)(6)  would  provide 
that  title  I  insurance  would  be  available  for  the  refinancing  of  a 
lot  owned  by  an  individual  (and  purchased  without  title  I  assistance 
but  otherwise  meeting  the  requirements  of  this  section)  when  the 
refinancing  is  made  in  connection  with  the  purchase  of  a  manufactured 
home  and  the  borrower  certifies  that  the  home  and  lot  is  or,  within 
6  months  after  the  date  of  the  loan,  will  be  his  or  her  principal 
residence . 


Increase  in  Maximum  Loan  Limit  for  Manufactured 
Home  Parks 

Section  3303(e)  would  amend  section  207(c)(3)  of  the  National 
Housing  Act  to  increase  the  maximum  loan  amount  which  may  be  insured 
in  connection  with  a  manufactured  home  park  from  $8,000  to  $9,000 
per  manufactured  home  space. 


Tandem  Plan  Mortgages 

Section  3303(f)(1)  would  provide  that  in  entering  into  commitments 
to  purchase  below-market ,   tandem  plan  mortgages  (during  the  period 
beginning  June  15,   1981,  and  ending  October  1,   1982)   under  section 
305  of  the  Federal  National  Mortgage  Association  Charter  Act,  the 
Government  National  Mortgage  Association  may  enter  into  such  com- 
mitments only  with  respect  to  multifamily  projects  for  which  firm 
commitments  for  mortgage  insurance  under  title  II  of  the  National 
Housing  Act  have  been  made  by  the  Secretary  of  Housing  and  Urban 
Development  before  the  expiration  of  the  90-day  period  beginning  on 
the  date  of  the  enactment  of  this  Act.     Commitments  by  the  Association 
shall  be  made  with  respect  to  such  projects  in  the  order  in  which 
such  projects  received  such  firm  commitments  from  the  Secretary. 

Section  3303(f)(2)  would  provide  that  in  making  commitments  to 
purchase  mortgages  described  in  paragraph  (1)  and  in  processing 
firm  commitments  for  mortgage  insurance  for  such  mortgages,  the 
Association  and  the  Secretary,  respectively,  shall  not  (during  the 
period  beginning  June  15,   1981,  and  ending  October  1,   1982)  make 
any  distinction,  based  on  the  receipt  of  a  conditional  commitment 
for  such  insurance,  between  applicants  who  have  received  such  a 
conditional  commitment  and  applicants  who  received  notification 
from  the  Secretary  that  receipt  of  such  a  conditional  commitment 
was  not  a  prerequisite  to  their  obtaining  a  firm  commitment  for 
such  insurance. 
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Section  3303(f)(3)  would  establish  June  15,  1981,  as  the  effective 
date  of  the  provisions  in  paragraph  (1)   and  (2). 

Mortgage  Limits 

Section  3303(g)  would  amend  section  203(b)(2)  of  the  National 
Housing  Act  (which  provides  that  the  Secretary  may  increase  the 
FHA  mortgage  limits  on  an  area-by-area  basis  to  the  extent  he  deems 
necessary  after  taking  into  consideration  the  extent  to  which 
moderate  and  middle  income  persons  have  limited  housing  opportunities 
in  the  area  due  to  high  prevailing  housing  sales  prices  except  that 
such  limits  as  so  increased  may  not  exceed  the  lesser  of  133  1/3 
percent  of  the  basic  limits  on  95  percent  of  the  area  median  sales 
price  as  determined  by  the  Secretary)   to  raise  from  133  percent  to 
148  percent  of  the  basic  limits,  the  maximum  allowable  mortgage  amounts. 


Technical  Corrections 

Section  3303(h)  would  make  a  series  of  corrections  to  technical 
errors  in  grammar,  punctuation  or  paragraph  designations  made  in 
recent  amendments  to  section  101  of  the  Housing  and  Urban  Develop- 
ment Act  of  1965,  sections  223(f) -and  234(c)  of  the  National  Housing 
Act,  sections  308(c)  and  318  of  the  Housing  and  Community  Development 
Act  of  1980  and  sections  2(b),  207(c)(3),  213(p),   220 (d ) ( 3 ) (B) ( i ii ) , 
221(k),  231(c)(2)   and  sections  234(c)  and  (j)  of  the  National  Housing  Act. 
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This  material  was  inserted  on  page  17,  after  line  25. 

(ji)  CONGREGATE  SERVICES .  — Section  411(a)  of  the  Congregate 
Housing  Services  Act  of  1978  is  amended  by  inserting  "and"  after 
the  semicolon  at -the  end  of  paragraph  (2),  by  striking  out 
";  and"  at  the  end  of  paragraph  (3)  and  inserting  in  lieu  thereof 
a  period,  and  by  striking  out  paragraph  (4). 
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RECEIVED 


JUN  1  5  1981 


CONGRESSIONAL  BUDGET  OFFICE 
U.S.  CONGRESS 
WASHINGTON,  D.C.  20515 


Alice  M 

Banking,  Finance  &  Urban  Affairs  Cawsttfi  Director 


June  13,  1981 


Honorable  Fernand  J.  St  Germain 
Chairman 

Committee  on  Banking,  Finance,  and 

Urban  Affairs 
U.S.  House  of  Representatives 
2129  Rayburn  House  Office  Building 
Washington,  D.C.  20515 

Dear  Mr.  Chairman: 

Pursuant  to  Section  202  of  the  Congressional  Budget  Act  of  1974,  the  Congres- 
sional Budget  Office  has  reviewed  Subtitle  A  of  the  reconciliation  proposals 
prepared  by  the  House  Committee  on  Banking,  Finance,  and  Urban  Affairs. 

The  attached  table  summarizes  estimated  changes  relative  to  the  baseline  used 
by  the  House  Budget  Committee  in  its  reconciliation  instructions  to  the 
Committees.  CBO  understands  that  the  staff  of  the  Committee  on  the  Budget 
will  be  responsible  for  interpreting  how  the  savings  contained  in  the  legislative 
proposals  measure  against  the  budget  resolution  reconciliation  instructions. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide  further  details 
on  this  estimate. 


Sincerely, 


Alice  M.  Rivlin 
Director 


cc:  J.  William  Stanton 

Ranking  Minority  Member 
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HOUSE  BANKING,  FINANCE  AND  URBAN  AFFAIRS  COMMITTEE  RECONCILIATION  ESTIMATES 
Congressional  Budget  Office 
June  13,  1981 


1982  1983  1984 

(by  fiscal  years,  in  thousands  of  dollars) 

SUBTITLE  A 

CHAPTER  1— HOUSING,  COMMUNITY  DEVELOPMENT  AND  RELATED  PROGRAMS 

CDBG 
Baseline 

Budget  Authority  3,960,000         4,329,000'  4,644,000 

Outlays  4,750,000         4,270,000  4,300,000 

Changes  from  Baseline 

Budget  Authority  -320,000          -350,000  -375,000 

Outlays  -32,000          -163,000  -289,500 

UDAG 
Baseline 

Budget  Authority  675,000           729,300  778,600 

Outlays  744,200           715,000  700,000 

Changes  from  Baseline 

Budget  Authority  -250,000          -304,000  -354,000 

Outlays  -25,000           -92,900  -236,400 

Rehabilitation  Loans 
Baseline 

Budget  Authority  137,000            147,000  156,000 

Outlays  147,000            140,000  142,000 

Changes  from  Baseline 

Budget  Authority  -137,000          -147,000  -156,000 

Outlays  -160,000          -140,000  -142,000 

Planning  Grants 
Baseline 

Budget  Authority  35,400             37,500  39,700 

Outlays  38,700             34,300  37,400 

Changes  from  Baseline 

Budget  Authority  -35,400           -37,500  -39,700 

Outlays  -32,000           -33,600  -36,400 

Neighborhood  Self-Help  Development 
Baseline 

Budget  Authority  10,100             11,100  11,900 


Outlays  11,900  13,000  11,100 
hanges  from  Baseline 

Budget  Authority  -3,400  -3,800  -4,100 

Outlays  -4,300  -4,700  -3,800 
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CHAPTER  2— ASSISTED  HOUSING 


Subsidized  Housing  Programs 
Baseline 

Budget  Authority  28,637,400       31,707,600  33,475,600 

Outlays  6,981,000         8,269,500  9,565,900 

Changes  from  Baseline  a/ 

Budget  Authority  -9,107,000      -10,812,200  -12,294,400 

Outlays  -48,100  -119,300  -283,500 

Public  Housing  Operating  Subsidies 
Baseline 

Budget  Authority  1,239,600         1,451,400  1,708,200 

Outlays  1,070,800         1,349,700  1,585,000 

Changes  from  Baseline 

Budget  Authority  401,100  469,600  552,700 

Outlays  208,600  436,700  512,800 

Troubled  Projects  Subsidies 
Baseline 

Budget  Authority  19,900  21,790  23,750 

Outlays  86,900  75,000  30,100 

Changes  from  Baseline 

Budget  Authority  -15,900  -17,410  -18,980 

Outlays  -10,900  -16,960  -18,510 

Low -Rent  Public  Housing  Loan  Fund 
Baseline 

Budget  Authority  1,100,000         1,062,000  1,117,000 

Outlays  92,000            190,000  234,000 

Changes  from  Baseline 

Budget  Authority  -700,000  -676,000  -711,000 

Outlays  —  -32,000  -61,000 

CHAPTER  3- 

Housing  for  the  Elderly  and  Handicapped 
Baseline 

Budget  Authority  884,200  927,700  963,800 

Outlays  800,000  812,200  847,000 

Changes  from  Baseline 

Budget  Authority  -110,350  -115,780  -120,280 

Outlays  -20,000  -52,200  -97,000 

Research 
Baseline 

Budget  Authority  46,900  49,700  52,600 

Outlays  46,100  48,200  49,700 

Changes  from  Baseline 

Budget  Authority  -21,900  -26,500  -28,000 

Outlays  -4,600  -18,700  -23,900 
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Federal  Housing  Administration  Fund 

Baseline 

Budget  Authority 
Outlays 

Changes  from  Baseline 
Budget  Authority 
Outlays 

GNMA-Special  Assistance  Fund 

Baseline 

Budget  Authority 
Outlays 

Changes  from  Baseline 
Budget  Authority 
Outlays 

Congregate  Services  Program 

Baseline 

Budget  Authority 
Outlays 

Changes  from  Baseline 
Budget  Authority 
Outlays 

Weatherization 

Baseline 

Budget  Authority 
Outlays 

Changes  from  Baseline 
Budget  Authority 
Outlays 

Solar  Bank 

Baseline 

Budget  Authority 
Outlays 

Changes  from  Baseline 
Budget  Authority 
Outlays 

Housing  Counseling  Assistance 

Baseline 

Budget  Authority 
Outlays 

Changes  from  Baseline 
Budget  Authority 
Outlays 


305,000  279,000  259,000 

-168,000  -228,000  -351,000 

553,000  18,000  873,000 

1,448,000  863,000  743,000 

-185,800 

11,020  12,070  13,160 

8,670  12,700  12,080 

-11,020  -12,070  -13,160 

-3,370  -8,300  -9,980 

193,440  205,600  218,100 

226,940  240,500  252,760 

50,000  130,000  160,000 

-40,000  -71,480  -6,760 

10,910  11,620  12,280 

10,240  9,660  11,750 

-4,910  -5,230  -5,530 

-3,200  -3,210  -5,290 
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HUD  Salaries  and  Expenses 

Baseline 

Budget  Authority 
Outlays 

Changes  from  Baseline 
Budget  Authority 
Outlays 

New  Communities 


Baseline 

Budget  Authority 
Outlays 

Changes  from  Baseline 
Budget  Authority 
Outlays 

National  Institute  of  Building  Sciences 


350,460 
348,300 


■104,180 
-93,760 


36,600 
36,200 

-6,600 
-6,600 


356,730 
357,100 


■106,040 
■105,850 


50,400 
51,000 


362,810 
363,620 

■107,850 
■107,670 


56,600 
57,400 


Baseline 

Budget  Authority 
Outlays 

Changes  from  Baseline 
Budget  Authority  ' 
Outlays 


675 
675 


-175 
-175 


CHAPTER  4— FLOOD,  CRIME,  AND  RIOT  INSURANCE 
National  Flood  Insurance  Fund 


686 


■196 
■196 


717 
717 


-217 
-217 


Baseline 

Budget  Authority 
Outlays 

Changes  from  Baseline 
Budget  Authority 
Outlays 

Flood  Studies 

Baseline 

Budget  Authority 
Outlays 

Changes  from  Baseline 
Budget  Authority 
Outlays 

National  Insurance  Development  Fund 

Baseline 

Budget  Authority 
Outlays 

Changes  from  Baseline 
Budget  Authority 
Outlays 


292,000 
273,000 


64,000 
51,000 


-21,700 
-7,800 


28,722 


342,000 
361,000 


74,000 
61,700 


-17,600 
-25,800 


33,999 


414,000 
422,000 


71,600 
68,500 

-23,100 
-24,900 


38,151 


168 


CHAPTER  5— RURAL  HOUSING 

Rural  Housing  Insurance  Fund 

Baseline 

Budget  Authority 
Outlays 

Changes  from  Baseline 
Budget  Authority 
Outlays 

Very-Low  Income  Housing  Repair  Grants 

Baseline 

Budget  Authority 
Outlays 

Changes  from  Baseline 
Budget  Authority 
Outlays 

Rural  Housing  for  Domestic  Farm  Labor 

Baseline 

Budget  Authority 
Outlays 

Changes  from  Baseline 
Budget  Authority 
Outlays 

Supervisory  Assistance  Grants 

Baseline 

Budget  Authority 
Outlays 

Changes  from  Baseline 
Budget  Authority 
Outlays 

Mutual  and  Self-Help  Grants 

Baseline 

Budget  Authority 
Outlays 

Changes  from  Baseline 
Budget  Authority 
Outlays 

Self-Help  Housing  Land  Development  Fund 

Baseline 

Budget  Authority 
Outlays 

Changes  from  Baseline 
Budget  Authority 
Outlays 


2,216,000  1,923,000  2,587,000 

1,451,000  1,826,000  2,088,000 

-123,000  -130,000  -165,000 
-38,000 

27,925  30,675  33,100 

28,100  30,590  33,020 

-2,925  -3,210  -3,470 

-3,100  -3,200  -3,465 

27,925  30,675  33,100 

19,390  25,310  28,140 

-2,925  -3,210  -3,470 

-120  -860  -1,610 

1,620  1,740  1,860 

2,310  1,680  1,800 

380  410  440 

190  400  420 

-550  1,670  -750 

5,000  5,000  5,000 

950  730  4,650 

1,100  1,210  1,320 

1,200  1,150  1,000 

1,900  2,090  2,280 

-300  1,660  2,310 
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ADDITIONAL  SAVINGS 

Urban  Homesteading  b/ 
Baseline 

Budget  Authority  22,300  24,500  26,500 

Outlays  19,500  18,300  24,500 

Changes  from  Baseline 

Budget  Authority  -22,300  -24,500  -26,500 

Outlays  -4,500  -18,300  -24,500 


(by  fiscal  years,  in  millions  of  dollars) 

TOTAL  FOR  SUBTITLE  A 
Baseline 

Budget  Authority  40,859.5  43,836  47,935.4 

Outlays  18,603.2  20,215  21,456.8 

Changes  from  Baseline 

Budget  Authority  -10,592.3         -12,315.1  -13,889.3 

Outlays  -475.9  -471.1  -894.2 


a/  Change  from  baseline  includes  $1.5  million,  $2.3  million  and  $4.4  million  in  outlays 
for  fiscal  years  1982,  1983  and  1984  respectively  attributable  to  $120  million  of 
rescinded  1981  authority  not  assumed  in  the  reconciliation  instructions. 

b/  While  the  bill  makes  no  mention  of  the  urban  homesteading  program,  the  Committee 
has  recommended  in  report  language  that  no  further  appropriations  be  provided. 
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CONGRESSIONAL  BUDGET  OFFICE 
U.S.  CONGRESS 
WASHINGTON,  D.C.  20515 


Alice  M.  Rivtln 
Director 


June  12,  1981 


Honorable  Fernand  J.  St.  Germain 
Chairman 

Committee  on  Banking,  Finance 

and  Urban  Affairs 
U.  S.  House  of  Representatives 
Washington,  D.  C.  20515 

Dear  Mr.  Chairman: 

Pursuant  to  Section  202  of  the  Congressional  Budget  Act  of  1974,  the 
Congressional  Budget  Office  has  prepared  the  attached  cost  estimate  for 
Title  III,  Subtitle  B,  of  the  bill  for  reducing  spending  in  programs  within  the 
jurisdiction  of  the  House  Banking,  Finance  and  Urban  Affairs  Committee. 
The  estimates  included  in  the  attached  report  represent  the  1981-1984 
effects  on  the  federal  budget  of  the  Committee's  legislative  proposals.  CBO 
understands  that  the  staff  of  the  Committee  on  the  Budget  will  be 
responsible  for  interpreting  how  the  savings  contained  in  these  legislative 
proposals  measure  against  the  budget  resolution  reconciliation  instructions. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide 
further  details  on  the  attached  cost  estimate. 


Sincerely, 


Alice  M.  Rivlin 
Director 


cc:  Honorable  J.  William  Stanton 
Ranking  Minority 
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Title  III,  Subtitle  B  -  International  Development  Banks 


Authorization  Reduction 


(in  fiscal  years,  in  thousands  of  dollars) 
1982  1983  1984 


International  Bank  for  Reconstruction 
and  Development 

Baseline 

Budget  Authority 
Outlays 

Change  to  Baseline 
Budget  Authority 
Outlays 

International  Development  Association 

Baseline 

Budget  Authority 
Outlays 

Change  to  Baseline 
Budget  Authority 
Outlays 

African  Development  Bank 

Baseline 

Budget  Authority 
Outlays 

Change  to  Baseline 
Budget  Authority 
Outlays 

Inter-American  Development  Bank 

Baseline 

Budget  Authority 
Outlays 

Change  to  Baseline 
Budget  Authority 
Outlays 


136,460 
82,748 


0 

448,000 


298,129 
9,838 


17,987 
17,987 


292,882 
238,185 


-211,638 
-6,349 


136,460 
31,509 


0 

382,000 


540,000 
54,490 


17,987 
17,987 


202,264 
245,941 


13,319 
-18,208 


109,721 
36,857 


0 

280,000 


540,000 
147,741 


17,987 
17,987 


283,411 
245,656 


175,638 
-27,579 


80-613  0-81-12 
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Authorization  Reduction  1982                    1983  1984 
Asian  Development  Bank 
Baseline 

Budget  Authority  141,972            105,758  161,977 

Outlays  64,758            116,285  140,184 

Change  to  Baseline 

Budget  Authority  -113,483              19,600  92,333 

Outlays  -4,539              -8,295  -12,896 

SUBTOTAL,  MULTILATERAL  DEVELOPMENT  BANKS 

Change  to  Baseline 

Budget  Authority  -9,005            590,906  825,958 

Outlays  16,937              45,974  125,253 

Export-Import  Bank 

Baseline 

Budget  Authority  5,982,100         5,636,500  6,214,000 

Outlays  2,267,000         2,674,200  3,214,000 

Change  to  Baseline 

Budget  Authority  -2,453,000       -5,636,500  -6,214,000 

Outlays  1/  -187,300       -1,326,700  -3,227,600 

TOTAL,  SUBTITLE  B 

Change  to  Baseline 

Budget  Authority  -2,462,005       -5,045,594  -5,388,042 

Outlays  -170,363       -1,280,726  -3,202,347 


1/  The  1982-1984  estimated  outlay  savings  for  the  Export- Import  Bank  include  savings 
from  the  $504  million  program  cut  in  1981  which  was  assumed  in  the  reconciliation 
instructions.  This  methodology  is  required  by  the  staff  of  the  House  Budget 
Committee. 


Rita  J.  Seymour 
225-4844 
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CONGRESSIONAL  BUDGET  OFFICE 
U.S.  CONGRESS 
WASHINGTON,  D.C.  20515 


Alice  M.  Rlvlin 
Director 


June  12,  1981 


Honorable  Fernand  J.  St  Germain 
Chairman 

Committee  on  Banking,  Finance,  and 

Urban  Affairs 
U.S.  House  of  Representatives 
2129  Rayburn  House  Office  Building 
Washington,  D.C.  20515 

Dear  Mr.  Chairman: 

Pursuant  to  Section  202  of  the  Congressional  Budget  Act  of  1974,  the  Congres- 
sional Budget  Office  has  reviewed  Subtitle  C  of  the  reconciliation  proposals 
prepared  by  the  House  Committee  on  Banking,  Finance,  and  Urban  Affairs. 
Enactment  of  Subtitle  C,  the  Banking  and  Related  Programs  Authorization  Act, 
would  revise  program  levels  for  the  National  Consumer  Cooperative  Bank  and 
certain  programs  of  the  Department  of  the  Treasury.  This  subtitle  would  also 
repeal  authorization  for  the  Council  on  Wage  and  Price  Stability. 

The  attached  table  summarizes  estimated  changes  relative  to  the  baseline  used 
by  the  House  Budget  Committee  in  its  reconciliation  instructions  to  the 
Committees.  CBO  understands  that  the  staff  of  the  Committee  on  the  Budget 
will  be  responsible  for  interpreting  how  the  savings  contained  in  the  legislative 
proposals  measure  against  the  budget  resolution  reconciliation  instructions. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide  further  details 
on  this  estimate. 


Sincerely, 


Alice  M.  Rivlin 
Director 


cc:  J.  William  Stanton 

Ranking  Minority  Member 
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Estimated  Changes  to  the  Baseline 
Subtitle  C  —  Banking  and  Related  Programs 
House  Banking  Reconciliation 


National  Consumer  Cooperative  Bank 


(by  fiscal  years,  in  millions  of  dollars) 
1982  1983  1984 


Baseline                                    BA  133  141  149 

O  142  154  157 

Change  to  Baseline                      BA  -72  -30  -124 

O  -38  -33  -79 

Department  of  the  Treasury 

Baseline                                    BA  335  350  363 

O  332  348  362 

Change  to  Baseline                      BA  -71  -75  -78 

O  -64  -74  -77 

Council  on  Wage  and  Price  Stability 

Baseline                                    BA  10  10  11 

O  12  11  11 

Change  to  Baseline                      BA  -10  -10  -11 

O  -12  -11  -11 
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SUPPLEMENTAL  VIEWS  OF  THE  HONORABLE  BRUCE  F.  VENTO, 


Considering  the  magnitude  of  the  budget  reductions  required  of  the  Banking, 
Finance  and  Urban  Affairs  Committee  by  the  Budget  Resolution ,  the  Committee  has 
produced  a  balanced  report.     Fully  one-third  of  the  total  savings  contained  in  the 
Budget  Resolution  was  within  the  Committee's  jurisdiction  —  the  largest  reduction 
in  Budget  Authority  of  any  committee  in  the  House.     This  action  was  accomplished  within 
a  philosophical  framework  which  placed  the  greatest  priority  on  maintaining  our  existing 
commitments  to  the  American  people.     It  cannot  be  argued  that  the  effect  of  this  report 
will  be  painless.     Indeed,  many  persons  will  be  dramatically  and  adversely  affected  by 
these  cuts.     Almost  100,000  families  will  not  receive  needed  housing  assistance;  the 
redevelopment  of  our  urban  centers  will  be  delayed;  the  ability  of  consumers  to  form 
cooperatives  which  provide  low-cost  alternatives  will  be  substantially  reduced;  and 
neighborhood  efforts  to  improve  their  immediate  environment  will  be  hampered.  These 
budget  reductions  will  have  a  profound  impact  on  the  lives  of  millions  of  Americans. 

The  majority  of  the  Banking  Committee  recognized  this  fact  and  did  not  support 
the  Floor  amendment  which  required  this  extraordinary  action.     While  the  majority  of 
this  Committee  did  not  write  the  prescription  for  this  bitter  pill,  we  were  able  to 
fill  that  prescription  so  that  the  least  damage  was  done  to  the  patient.     A  close 
examination  of  the  Committee's  report  will  demonstrate  that  a  consistent  philosophy  was 
employed  to  construct  this  package.     It  was  the  judgment  of  the  Committee  that  its  primary 
responsibility  must  be  to  maintain  existing  commitments  to  the  American  people  and  to 
strictly  limit  new  initiatives  because  the  cost  would  necessarily  impair  the  government's 
ability  to  meet  existing  commitments. 

An  excellent  example  of  this  philosophy  was  the  debate  concerning  two  amendments 
to  increase  funding  for  the  Export-Import  Bank.     The  $3,529  billion  funding  level 
contained  in  the  Committee's  report  will  allow  the  Bank  to  meet  all  existing  commitments 
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in  the  pipeline.     Two  attempts  were  made  to  increase  Export-Import  Bank  funding  by 
$1.1  billion  and  $450  million  respectively.     Financing  these  new  commitments  would  have 
required  a  further  reduction  of  $900  million  in  assisted  housing  and  $200  million 
in  operating  subsidies  in  the  first  instance  and  $350  million  in  assisted  housing  and 
$100  million  in  operating  subsidies  in  the  second  instance.     The  Committee  correctly 
decided  that  sound  public  policy  dictates  that  the  Federal  Government  must  protect  its 
investment  in  existing  public  housing  through  operating  subsidies  and  maintain  its 
commitment  for  housing  assistance  to  low  and    moderate  income  families  before  it 
could  justify  new  authority  for  the  Export-Import  Bank. 

It  is  unfortunate  that  the  Committee's  Report  did  not  receive  unanimous  support 
in  the  Committee.     It  is  ironic  that  Members  who  supported  passage  of  the  Budget 
Resolution  as  amended  voted  against  the  package  on  the  grounds  that  they  wanted  to 
reallocate  $450  million  in  Budget  Authority  savings.     Opposition  to  the  Committee's 
Reconciliation  Report  on  the  basis  of  disagreement  concerning  less  than  3  per  cent 
of  the  total  reductions  leads  one  to  speculate  that  there  was  more  concern  regarding 
political  expediency  than  substantive  philosophical  differences.     The  fact  remains  that 
the  Committee  complied  with  its  reconciliation  instructions.     Many  Members  who  supported 
the  report,  including  myself,  would  readily  support  increased  funding  under  different 
circumstances  for  the  Export-Import  Bank,  Housing  Assistance,  Consumer  Cooperative  Bank, 
Housing  Rehabilitation  Loans  or  the  Solar  Energy  and  Energy  Conservation  Bank.  These 
are  important  programs  and  reductions  in  program  levels  will  have  a  counter-productive 
effect  upon  our  nation's  economic  recovery  and  the  lives  of  our  citizens.     These  options 
were  precluded  because  of  the  rigid  constraints  of  the  adopted  Budqet  Resolution.  However, 
if  given  the  opportunity  in  a  separate  measure  to  support  more  realistic  funding  for 
these  programs,  I  will  surely  do  so. 
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The  Chairman  did  an  outstanding  job  in  forming  a  concensus  under  these  most 
difficult  circumstances  and  Members  of  this  Committee  are  to  be  commended  for  their 
responsible  action.     When  this  legislation  is  before  the  full  House  and  Members  have 
an  opportunity  to  evaluate  the  Committe's  action,  I  am  confident  that  the  House  will 
recognize  that  the  Banking  Committee  complied  with  its  instructions  and  produced  a 
reconciliation  package  which  merits  their  support. 


Bruce  F.  Vento 
Member  of  Congress 
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MINORITY  VIEWS 


General  Comments 

The  Majority  Members  of  our  Committee  are  to  be  commended  for 
their  efforts  to  examine  the  numerous  programs  within  the  Committee's 
jurisdiction  and  to  devise  budgetary  savings  within  the  guidelines  of 
H. Con. Res.    115.     Unfortunately,  we  are  unanimous  in  our  opposition  to 
their  package  of  cuts.     Our  opposition  is  based  on  the  inclusion  of 
several  ill-conceived  cuts  and  a  number  of  extraneous  legislative 
proposals . 

Before  we  outline  our  specific  objections,  however,  we  have  a 
few  general  comments. 

First,   the  reconciliation  process  has  been  one  of  the  most  worth- 
while exercises  that  our  Committee  has  undertaken  in  many  years. 
Since  the  enactment  of  the  Legislative  Reorganization  Act  mandated 
the  creation  of  an  oversight  subcommittee  in  each  committee,  we 
repeatedly  have  suggested  a  review  of  many  of  the  ongoing  programs 
within  our  jurisdiction.     Although  a  number  of  these  programs  involve 
only  relatively  small  amounts  of  money,  we  urged  reviews  based  on  an 
adaptation  of  an  old  adage  -  -  if  you  take  care  of  the  millions,  the 
billions  will  take  care  of  themselves. 

Regrettably,   nothing  ever  came  of  our  requests  until  we  entered 
into  reconciliation.     Now  we  are  all  painfully  aware  that  there  are 
over  100  separate  government  accounts  for  which  the  Banking  Committee 
has  responsibility. 

Second,  despite  responsible  efforts  to  achieve  the  required 
spending  goals,  we  think  some  apparently  irresponsible  actions  have 
been  included.     For  example,  while  we  traditionally  have  recommended 
reductions  in  the  rate  of  increase  for  agencies'    salaries  and  expense 
accounts,  we  take  exception  to  the  Majority's  meat-axe  cuts  over  and 
above  those  recommended  by  the  new  Administration. 

Third,  we  should  recognize  that  the  balance  of  responsibilities 
among  authorizing  committees,   the  Appropriations  Committee,   and  the 
Budget  Committee  is  being  altered  severely  by  the  actions  of  our 
Committee.     Specifically,  the  ability  of  Members  to  influence  the 
shape  and  form  of  individual  programs,   such  as  the  housing  programs, 
is  restricted  by  including  legislative  program  extensions  and 
modifications  in  the  reconciliation  resolution.     Under  the  House  Rules, 
these  are  matters  which  normally  would  not  be  in  order  in  appropriations 
bills. 

Fourth,   the  procedures  followed  by  our  Committee  deserve  special 
comment.     The  Committee  Members  developed  the  procedure  in  an  unusually 
short  time  and  with  better  than  usual  bipartisan  cooperation. 
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An  exchange  of  letters  between  the  Chairman  and  the  Ranking 
Minority  Member  brought  about  an  agreement  on  many  of  the  procedural 
details.     We  determined  that  the  markup  session  would  begin  with  a 
vote  to  establish  a  special  procedure  for  reconciliation.  The 
motion  was  designed  to  give  Members  full  opportunity  to  offer 
budgetary  amendments  and  to  restrict  possibly  frivolous  amendments. 
Most  importantly,  the  motion  bound  the  Committee  to  the  Gramm-Latta 
targets . 

A  few  important  procedural  issues  remain.     Should  the  Committee 
amend  its  rules  to  establish  a  permanent  procedure  for  reconciliation? 
If  reconciliation  is  an  examination  of  all  programs  under  the 
Committee's  authority,  what  rules  of  germaneness  govern  the  Committee's 
work  on  a  reconciliation  committee  print?     Moreover,  can  we  do  any- 
thing to  improve  the  sometimes  contradictory  and  frequently  shifting 
nature  of  the  baseline  figures  supplied  by  the  Congressional  Budget 
Office? 

Fifth,  and  most  significantly,   this  process  should  serve  as  a 
planning  guide  for  the  future.     The  heart  of  the  Gramm-Latta  reso- 
lution is  its  long-term  design  to  reduce  Federal  expenditures  and 
thereby  improve  our  economy.     As  such,  the  resolution  set  spending 
limits  hot  only  for  1982,  but  also  for  1983  and  1984.     In  Committee, 
however,  our  actions  focused  almost  totally  on  198  2. 

Now  that  we  know  the  magnitude  of  the  task  ahead  of  us ,  we 
urge  the  Majority  to  begin  promptly  a  schedule  of  hearings  which 
will  enable  us  to  examine  carefully  those  areas  of  spending  within 
our  jurisdiction  where  cuts  can  be  made  responsibly.     Our  cooperation 
will  be  enthusiastic. 


Specific  Objections 

Our  specific  objections  cover  the  recommendations  for  Eximbank, 
the  Housing  and  Community  Development  program,  and  the  salaries  and 
expenses  of  the  Treasury  Department  and  the  Department  of  Housing 
and  Urban  Development.     Although  some  of  us  may  differ  on  specific 
points,  we  generally  agree  with  the  fundamental  policies  stated  in 
these  views. 


Eximbank 

One  of  the  largest  and  most  serious  deviations  by  the  Majority 
from  the  budget  reductions  assumed  in  Gramm-Latta  is  in  the  Export- 
Import  Bank.  Ignoring  its  own  rhetoric  of  the  past  few  months,  the 
Majority  has  proposed  and  succeeded  in  adopting  even  deeper  cuts  to 
the  Export-Import  Bank  than  the  President  requested  or  the  Gramm- 
Latta  proposal  envisioned.  In  March,  the  Chairman  of  the  Subcommittee 
on  International  Trade  took  delight  in  chiding  the  Administration  for 
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"unilaterally  disarming"  in  the  current  export  credit  conflict. 
Yet,  he  and  all  but  three  of  his  Majority  colleagues  support  cutting 
another  $500  million  from  Eximbank's  authority.     The  resulting 
"savings"  are  dumped  into  more  subsidized  housing  and  unrealistically 
high  levels  of  public  housing  operating  subsidies. 

All  Members  should  understand  what  this  cut  to  the  Eximbank 
means.     If  Eximbank  is  given  a  lending  limit  of  only  $3.9  billion, 
it  will  not  be  able  to  consider  any  new  requests  for  financing  in 
FY  1982.     It  will  reduce  U.S.   exports  by  $700  million.     It  could 
reduce  employment  in  the  export  sector  by  27,000  jobs. 

The  Minority  made  several  attempts  to  increase  the  budget  ceiling 
for  Eximbank.     Rep.   Tom  Evans  of  Delaware  offered  an  amendment  to 
raise  Eximbank  to  the  level  envisioned  in  the  reconciliation  instruc- 
tions, or  $5  billion.     His  amendment  sought  to  take  $900  million  from 
subsidized  housing   (reducing  the  total  number  of  subsidized  units 
from  175,000  to  167,000)   and  would  have  cut  operating  subsidies  by 
$200  million.     Rep.   Stanton  of  Ohio  offered  a  second  amendment  to 
restore  Eximbank  to  the  level  sought  by  the  President,  or  $4.4  billion. 
(The  Stanton  amendment  would  have  reduced  subsidized  housing  units 
from  the  Majority's  175,000  units  to  173,000  units,  and  would  have 
cut  operating  subsidies  by  $140  million.)     This  attempt  to  restore 
Exim's  funding  had  substantial  bipartisan  support  even  though  it  fell 
one  vote  short  of  passing. 

We  find  the  Majority's  logic  to  be  both  faulty  and  short-sighted. 
They  defend  their  cuts  by  claiming  Eximbank  benefits  only  large 
corporations.     No  one  should  be  fooled  by  this  myth.     For  every 
Boeing  747  aircraft  financed  by  Eximbank,   2,600  smaller  subcontractors 
get  a  piece  of  the  action.     When  Westinghouse  wins  a  billion  dollar 
contract  to  build  a  foreign  power  plant,   7  5  percent  of  the  actual 
business  goes  to  hundreds  of  subcontractors  throughout  the  United  States. 
The  Majority's  cut  in  Eximbank  may  mean  fewer  profits  for  Boeing  and 
Westinghouse.     But,  more  importantly,   it  will  cost  27,000  workers 
their  jobs. 

Lest  we  be  accused  of  exaggerating  the  case,  we  offer  as 
evidence  the  following  letter  received  from  Eximbank's  acting 
Chairman: 
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EXPORT-IMPORT  BANK  OF  THE  UNITED  STATES 


WASHINGTON,  D.  C.  2057 


June  9,  1981 


BOARD  OF  DIRECTORS 


CABLE  ADDRESS  "EXIMBANK" 
TELEX  89-461 


Dear  Mr.  Stanton: 

Yesterday's  action  of  the  House  Banking  Committee 
cutting  Eximbank's  loan  authority  from  President  Reagan's 
$4.4  billion  request  for  FY  1982  to  $3.9  billion  could 
have  serious  consequences  for  U.S.  employment  and  exporters. 
The  President's  request  was  a  12%  reduction  in  the  Carter 
budget  proposal  of  $5  billion.     The  Committee's  action 
results  in  a  total  reduction  from  the  Carter  proposal  of 
22%,  which  will  make  it  extremely  difficult  for  Eximbank 
to  allocate  its  loan  authority  equitably  and  effectively. 

A  cut  from  $4.4  billion  to  $3.9  billion  would  mean 
a  potential  loss  of  about  27,000  jobs  and  would  leave 
Eximbank  with  little  ability  to  handle  effectively  new 
applications  for  business  in  FY  1982. 

I  have  discussed  this  matter  with  William  H.  Draper, 
III,  Chairman  -  Designate,  and  other  Board  members  of  Exim- 
bank, and  they  join  me  in  urging  you  to  attempt  to  restore 
Eximbank's  loan  authority  to  the  Administration's  requested 
level  of  $4.4  billion. 


The  Honorable 
J.  William  Stanton 
Banking,   Finance  and  Urban 
Affairs 

International  Trade,  Investment 

and  Monetary  Policy 
U.S.  House  of  Representatives 
Washington,   D.C.  20515 


Very  truly  yours, 


Director 
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During  the  debate,  we  repeatedly  reminded  the  Majority  that 
this  was  an  inopportune  time  to  be  cutting  the  Export- Import  Bank. 
Negotiations  among  the  major  trading  countries  designed  to  end 
export  credit  subsidies  have  reached  a  critical  stage.     When  the 
French  and  Japanese  learn  that  the  Congress  has  gone  after  Eximbank's 
budget  with  a  meat  axe,  they  will  feel  little  pressure  to  end  their 
export  subsidies.     This  is  not  the  time  for  Congress  to  show  a  lack 
of  support  for  U.S.  exporters. 

A  final  footnote  on  the  Eximbank/subsidized  housing  trade-off. 
Our  colleagues  should  bear  in  mind  that  Eximbank  actually  does  not 
spend  taxpayers'   money.     It  borrows  from  Treasury  and  relends  to 
U.S.   exporters.     "Outlays"  for  Eximbank  are  really  loan  advances  -  - 
99.9  percent  of  which  are  paid  back  with  interest.     Such  is  not  the 
case  with  subsidized  housing  under  Section  8,  or  with  public  housing 
operating  subsidies.     In  both  of  these  programs,  an  outlay  is  an 
expenditure,  never  to  be  seen  by  taxpayers  or  the  Treasury  again. 

The  net  result  is  that  the  "savings"  in  Eximbank  claimed  by 
the  Majority  will  never  save  the  taxpayers  a  cent!  In  fact,  it  will 
cost  them  dearly  in  the  form  of  lost  corporate  tax  revenue  and 
increased  unemployment  compensation  for  those  27,000  workers  for 
whom  there  will  be  no  work.  The  alternative  savings  proposed  by 
the  Minority  in  two  housing  programs  eventually  would  have  saved 
$439,000,000  in  real  expenditures. 


Housing  and  Community  Development 

As  in  other  areas,  Administration  proposals  for  Community 
Development  met  with  rigid  party-line  votes  in  opposition.  This 
was  the  case  with  Mr.  Stanton's  amendment  to  reduce  the  red  tape 
and  application  requirements  imposed  upon  smaller  cities  seeking 
assistance  under  the  Community  Development  Block  Grant  Program   (CDBG) . 
The  same  was  true  with  proposals  for  distributing  CDBG  funds  to  non- 
entitlement  cities  through  States.     These  proposals  were  designed  to 
reduce  Federal  intervention  in  clearly  local  matters  and  enhance  the 
role  of  States  as  partners  with  local  governments  in  handling 
community  and  economic  development. 

In  subsidized  housing,   the  Committee  proposes  a  level  of 
175,000  units  compared  to  the  162,500  assumed  in  the  Budget  Resolu- 
tion.    While  the  Committee's  level  represents  an  attempt  to  reach 
the  dollar  savings  required,   the  same  cannot  be  said  for  public 
housing  operating  subsidies.     The  Administration  and  the  Budget 
Resolution  call  for  approximately  $1.2  billion  in  operating  subsidies. 
This  figure  is  16  percent  above  the  fiscal  1981  figure.     The  Committee 
has  increased  that  figure  to  $1.6  billion  or  one-third  more  than  the 
increase  proposed  by  the  Administration.     Such  a  massive  increase 
cannot  be  justified  for  one  interest  group  while  so  many  other  sectors 
are  bearing  their  fair  share  of  the  budget-cutting  burden. 
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Moreover,   in  the  housing  area,  the  Committee  has  included 
budget  savings  which  appear  to  us  to  be  less  than  real.  For 
instance,  the  claim  of  saving  $7  00  million  in  budget  authority 
by  limiting  the  sale  of  public  housing  notes  to  the  Federal 
Financing  Bank   (FFB)   raises  a  serious  question.     No  one  claims 
that  there  ever  will  be  any  outlay  savings  from  this  provision. 
The  differential  saved  by  not  selling  these  notes  to  the  FFB  will 
be  offset  completely  by  the  loss  of  revenues  resulting  from  the 
issuing  of  these  notes  in  tax-exempt  form.     The  real  effect  of 
the  $700  million  saving  in  budget  authority  is  nil.     We  are 
interested  to  learn  that  the  Senate  Budget  Committee  has  not 
accepted  this  proposal  as  a  savings  which  it  will  count  toward 
reconciliation. 

Similarly,  we  question  the  limitation  placed  on  New  Communi- 
ties borrowing.     On  the  surface,  a  limitation  of  $30  million  on 
Treasury  borrowing  appears  to  be  a  $6.6  million  cut  from  the  budget 
estimate.     But,  the  cut  is  illusory.     The  New  Communities  Program 
has  not  been  successful  and  HUD  has  been  forced  to  pay  off  claims. 
To  do  this,  HUD  must  borrow  from  the  Treasury  -  -  and  then  it  must 
borrow  to  pay  interest  on  the  borrowings.     This  is  a  fact  of  life. 
The  result  of  this  apparent  cut  is  that  HUD  will  simply  be  forced 
to  defer  paying  interest  to  the  Treasury.     Because  Treasury  is  a 
part  of  the  government,  there  is  no  net  savings  to  the  government. 

The  mandated  sale  by  the  Government  National  Mortgage  Association 
(GNMA)   of  $2  billion  in  mortgages  in  fiscal  1982  raises  some  questions 
GNMA  may  not  have  $2  billion  in  mortgages  to  sell,  and  logic  tells  us 
that  if  interest  rates  are  going  down,  the  government  should  exercise 
prudent  fiscal  management  and  delay  such  sales  to  reduce  the  discounts 
required  to  dispose  of  the  mortgages.     There  is  something  incongruous 
about  a  provision  being  touted  as  a  budget  savings  because  it  is 
squeezed  into  the  accounting  for  one  year  rather  than  another.  The 
provision  may  result  in  considerable  cost. 

As  stated  earlier,  the  procedure  combining  reauthorization  and 
reconciliation  has  distorted  the  normal  legislative  process.  The 
House  will  not  have  an  adequate  opportunity  to  be  heard  on  specific 
provisions  which  were  rejected  in  Committee.     A  good  example  is  the 
amendment  prohibiting  the  use  of  funds  for  certain  Federal  housing 
subsidies  in  communities  which  have  rent  control.     Last  year  a  some- 
what similar  measure  was  defeated  in  both  Subcommittee  and  Committee 
only  to  be  approved  overwhelmingly  on  the  Floor  of  the  House.  There 
is  no  reason  to  believe  the  decision  would  have  been  different  this 
year,  yet  this  process  does  not  allow  for  such  a  result. 

Also,  the  proposed  repeal  of  the  Holtzman  amendment  to  the 
FAIR  Plans  is  a  question  that  will  not  come  before  the  House.  This 
amendment,  which  was  adopted  in  1978  in  a  far  different  climate  than 
exists  today,  has  proven  to  be  a  disaster  for  the  Riot  Reinsurance 
Program.     Those  states  which  were  the  target  of  the  provision 
(particularly  New  York)   refused  to  abide  by  it  and  are  no  longer  in 
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the  FAIR  Plans.     Not  surprisingly,  the  Riot  Reinsurance  Program 
no  longer  has  sufficient  reserves  to  fund  the  losses  of  the  Crime 
Insurance  Program.     Continuance  of  the  Holtzman  provision  will 
almost  certainly  mean  the  end  of  the  program.     Unless  we  restore 
the  traditional  right  of  State  Insurance  Departments  to  set 
premium  rates,   there  is  no  way  to  get  increased  participation 
in  the  program.     We  believe  the  whole  House  would  agree. 

One  new  Administration  program,  which  had  been  approved  in 
the  Housing  Subcommittee  markup  but  subsequently  was  dropped  from 
the  Committee  print,  was  the  nonjudicial  foreclosure  remedy  for 
multifamily  mortgages  held  by  HUD.     This  measure  is  of  special 
importance  to  the  Department's  multifamily  mortgage  insurance  and 
rehabilitation  loan  programs.     Lengthy  delays  in  foreclosing 
defaulted  mortgages  caused  by  excessive  foreclosure  periods  in 
some  States  increase  the  risk  of  property  deterioration,  vandalism, 
and  waste.     The  result  is  a  substantial  loss  to  the  Department 
(including  its  mortgage  insurance  funds)   and  the  taxpayer  in  terms 
of  rehabilitation  costs  and  increased  management  and  holding 
expenses.     Moreover,   these  conditions  impose  a  severe  hardship  on 
the  tenants  of  affected  projects  and  on  the  neighborhoods  in  which 
the  projects  are  located.     The  proposed  legislation  would  have 
ameliorated  this  situation  by  providing  an  efficient,  equitable, 
and,  most  importantly,   relatively  expeditious  nonjudicial  fore- 
closure remedy.     We  regret  the  Majority  did  not  see  fit  to  include 
this  important  program. 


Agency  Salaries  and  Expenses 

The  Majority's  Committee  print  contains  cuts  in  both  salaries 
and  expenses  amounting  to  $184,34  0,000  in  budget  authority  and 
$141,462,000  in  outlays  for  FY  1982.     Superficially,  this  may  seem 
like  an  attractive  approach  to  finding  savings  in  the  budget  since 
no  one  likes  an  oversized  or  inefficient  bureaucracy.     The  problem 
with  this  approach,  however,   is  that  these  are  meat-axe  cuts  -  -  not 
precision,   surgical  cuts  made  after  a  proper  diagnosis.     In  this 
instance,   such  cuts  will  do  more  harm  than  good. 

Take  the  cuts  in  the  Treasury  Department  for  example.     The  cuts 
in  this  area  represent  a  23  percent  reduction  below  the  Administration 
FY  1982  budget  and  would  seriously  impair  the  ability  of  the  Treasury 
Department  to  perform  its  responsibilities  effectively. 

Prior  to  H. Con. Res.   115,   the  President  proposed  reductions  for 
the  Treasury  Department  of  $162,000,000  in  FY  1982.     This  represents 
5,300  positions  less  than  the  Carter  Administration  had  requested. 
This  is  the  first  Administration  in  memory  to  propose  such  cuts  in 
the  expenses  of  Cabinet  departments.     According  to  a  letter  dated 
June  6,   1981,   from  the  Deputy  Secretary  of  the  Treasury  Department, 
R.  T.  McNamar:     "Further  reductions  of  the  magnitude  contemplated 
by  the  Committee  would  have  a  devastating  effect  and  raise  funda- 
mental questions  concerning  future  responsibilities*  of  the  Department. 
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To  illustrate  the  problem,   the  Majority  proposes  to  cut  the 
Treasury's  Bureau  of  Government  Financial  Operations  by  roughly 
$50,000,000.     This  represents  a  25  percent  reduction  in  salaries 
and  expenses.     If  these  cuts  are  enacted,  the  Treasury's  Tax  and 
Loan  Program  could  be  eliminated,  thereby  requiring  the  dismantling 
of  the  existing  mechanism  that  collects  $4  00  billion  of  government 
receipts  annually.     In  FY  1980,  this  program  earned  the  government 
$875,000,000  in  interest,  which  hereafter  would  be  lost  under  the 
Majority's  proposal.     In  the  three  years  that  this  particular  program 
has  been  in  effect,  approximately  $2  billion  of  interest  has  been 
earned.     Thus,   for  every  dollar  the  Treasury  invests  in  this  program 
to  handle  the  check  processing  and  payments  of  the  Federal  Govern- 
ment,  it  receives  twenty  dollars  in  return.     The  annual  rate  of 
return  in  this  case  approaches  2,000  percent! 

If  the  proposed  reductions  are  applied  to  the  postage  expenses 
of  this  Bureau,  then  Social  Security,   Supplemental  Security,  Veterans 
Administration,  and  other  check  payments  could  be  made  for  only  five 
months  of  FY  198  2.     No  mailings  would  be  possible  for  the  remaining 
seven  months. 

If  the  cuts  in  this  Bureau  were  applied  to  the  Bureau's  employ- 
ment, virtually ' all  employment  would  be  eliminated.     Obviously,  this 
would  require  a  change  in  legislation  and  would  result  in  the  elim- 
ination of  certain  constitutionally  mandated  government  services. 

Moreover,   it  is  curious  that  while  the  Majority  wants  to  add 
more  than  $2  billion  to  what  the  Gramm-Latta  substitute  assumed  for 
housing  programs,  a  close  examination  of  the  Committee  print  shows 
that  simultaneously  the  Majority  wants  to  cut  more  than  $100,000,000 
from  HUD's  salaries  and  expenses.     This  means  reductions  of  3,345 
positions  or  a  22  percent  reduction  in  staffing  levels.     Such  a 
Draconian  reduction  would  seriously  impair  HUD's  capability  to  deliver 
its  programs  to  the  public.     It  could  result  in  a  near  total  collapse 
of  such  activities.     It  is  obvious  from  this  conflicting  approach 
that  program  levels  mandated  elsewhere  by  the  Majority  could  not  be 
sustained. 

It  is  entirely  possible  that  after  some  hearings  of  the  type 
that  have  been  held  previously  before  the  Appropriations  Committee 
we  would  concur  with  cuts  of  equal,  or  greater  magnitude.     But,  cuts 
should  be  selective.     We  should  not  make  cuts  for  salaries  and  expenses 
in  bureaus  charged  with  such  responsibilities  as  drug  enforcement,  tax 
collections,  or  social  security  distributions  simply  because  these  are 
areas  within  this  Committee's  jurisdiction  and  Members  are  willing  to 
sacrifice  them  for  their  favorite  giveaways. 

By  now  it  should  be  obvious  that  reductions  of  this  magnitude 
seriously  will  erode  public  confidence  in  the  government's  ability 
to  carry  out  many  of  its  basic  functions.     Reductions  in  the  Treasury 
Department  alone  would  limit  severely  the  ability  of  the  Secretary 
of  the  Treasury  to  carry  out  his  responsibilities  in  formulating  new 
economic  and  tax  policies.     Once  these  cuts  are  examined  carefully, 
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we  are  confident  that  none  of  our  colleagues  will  want  to  be 
responsible  for  this  kind  of  mischief. 


Conclusion 

We  are  strong  supporters  of  the  Gramm-Latta  budget  resolution 
and  of  Congress'   determination  at  last  to  bring  Federal  spending 
under  control.     Moreover,  we  fully  recognize  that  the  reconciliation 
process  is  both  potent  and  distasteful  medicine,  yet  it  is  crucial 
if  we  in  Congress  are  serious  about  reducing  budget  deficits, 
reversing  inflationary  trends,  and  restoring  our  Nation  to  economic 
health.     The  legacy  of  excessive  Federal  spending  and  growing  budget 
deficits  is  a  long  one  that  cannot  be  broken  and  reversed  overnight. 
We  have  taken  our  first  step  in  this  direction,  and  although  we 
cannot  endorse  the  specific  composition  of  the  Majority's  cuts,  we 
applaud  their  effort. 


80-613  0-81-13 
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Additional  Views  of  the  Hon.  Bill  Lowery 

I  would  like  to  express  my  support  for,  and  concern  over  the  lack  of, 
a  needed  federal  landslide  insurance  program.    Because  of  budgetary  limita- 
tions, consideration  of  a  landslide  insurance  program  must  be  deferred,  even 
though  legislation  has  been  introduced  to  correct  this  problem.  Accordingly, 
the  appropriate  Federal  agencies,  including  the  Federal  Insurance  Administra- 
tion, may  be  asked  to  investigate  the  feasibility  of  instituting  a  landslide 
insurance  program. 

Recent  studies  indicate  that  there  will  be  an  increase  in  annualized 
building  losses  as  a  result  of  landslide  damage  to  over  $1  billion  by  the 
year  2000.    Based  on  figures  by  the  U.S.  Geological  Survey,  total  primary 
losses  may  well  be  three  times  higher.    In  fact,  landslides  annually  cause 
more  measureable  damage  in  more  states  than  any  other  natural  hazard  except 
expansive  soil,  riverine  flood,  and  tornado.    In  recent  years,  Southern 
California  has  been  particularly  hard-hit  by  water-induced  landslide  damage. 

Much  of  my  concern  with  this  overall  situation  arises  from  the  fact 
that  landslide  damage  is  not  covered  by  domestic  insurance  carriers,  except 
in  unique  circumstances.    Should  potential  victims  not  receive  insurance 
coverage,  no  incentive  toward  landslide  mitigation  exists,  and  the  economic 
loss  to  the  Federal  government  through  disaster  aid  payments  will  be 
substantially  greater  than  the  cost  of  an  insurance  program. 

I  would  stress  complete  and  thorough  cooperation  by  the  appropriate 
federal  agencies  in  its  ongoing  efforts  to  resolve  the  landslide  disaster 
problem. 
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DISSENTING  VIEWS  OF  RON  PAUL 
BUDGET  RECONCILIATION 

Although  the  Banking  Committee  has  made  cuts  in  its  authorization 
in  an  attempt  to  comply  with  the  Gramm  Latta  instructions,  its  cuts 
are  not  nearly  enough.  When  I  offered  an  amendment  in  committee  to  reduce 
the  authorizations  and  outlays  of  the  multilateral  development  banks 
by  10%,  the  amendment  was  defeated.  And  although  the  Committee  cut  the 
Export-Import  Bank,  its  cuts  were  not  large  enough,  for  that  Bank  will 
still  be  able  to  make  gifts  to  foreign  governments  as  it  recently 
did  to  the  Communist  government  of  Romania.  At  a  time  when  our  prime 
rate  is  20%,    mortgage  rates  are  15%,  and  the  Treasury  is  paying  16% 
on  its  90  day  bills,  a  loan  at  7  3/4%  to  the  government  of  Romania, 
with  no  payment  until  1989, can  only  be  called  a  gift.  The  next  page  of 
these  views  gives  some  further  details  of  this  gift. 

I  must  also  protest  the  fashion  in  which  the  Banking  Committee 
is  trying  to  sneak  its  authorization  bill  for  the  multilateral  development 
banks  through  the  House.  Apparently  believing  that  if  H.R.  3439  were 
brought  to  the  House  floor  as  a  separate  bill  it  would  be  defeated, 
the  majority  has  decided  to  wrap  it  together  with  the  budget  reconciliation 
bill  and  prevent  any  floor  amendments  by  the  adoption  of  a  closed  rule. 
Such  an  irresponsible  way  to  legislate  is  not  in  the  best  interests  of  the 
American  people,  and  I  urge  my  colleagues  to  vote  against  the  bill  in  its 
entirety. 
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Memorandum  for  the  Secretary  of  State 

Pursuant  to  Section  2(b)(2)  of  the  Export-Import  Bank  Act  of  1945,  as  amended, 
I  determine  that  it  is  in  the  national  interest  for  the  Export-Import  Bank  of  the 
United  States  to  extend  a  credit  in  the  amount  of  $120,742,500  to  the  Socialist 
Republic  of  Romania  in  connection  with  its  purchase  of  two  nuclear  steam 
turbine  generators  and  related  services  and  spare  parts. 

On  my  behalf,  please  transmit  this  determination  to  the  Speaker  of  the  House 
and  the  President  of  the  Senate. 

This  determination  shall  be  published  in  the  Federal  Register. 


THE  WHITE  HOUSE, 
[fr  do.  8i-162i7  Washington,  May  20,  1981 

Filed  5-27-81;  2:29  pm] 
Billing  code  3195-01-M 


■TERMS  OF  THE  LOAN 

Amount  of  sale:  $142,050,000  N 
Amount  financed:  $120,742,500 
Percentage  financed:  85%  .  - 

Repayment  schedule:  20  semi-annual  payments  beginning  in  July  1989 
Interest  rate:  7  3/4%  charged  to  Romania 

1/4%  charged  to  General  Electric 

1/2%  commitment  fee 
Seller:  General  Electric 

Item:  2  700  megawatt    nuclear  steam  turbine  generators,  spare  parts  and  services 
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DISSENTING  VIEWS  OF  RON  PAUL 
H.R.  3439 


President  Reagan  will  inherit  thoroughly  disordered  credit  and 
capital  markets,  punishingly  high  interest  rates,  and  a  hair-trigger 
market  psychology  poised  to  respond  strongly  to  early  economic  policy 
signals  in  either  favorable  or  unfavorable  ways. 

The  pre-eminent  danger  is  that  an  initial  economic  policy  package 
that  includes  the  tax  cuts  but  does  not  contain  decisive,  credible 
elements  on  matters  of  outlay  control,   future  budget  authority 
reduction,  and  a  believable  plan  for  curtailing  the  Federal  government's 
massive  direct  and  indirect  credit  absorption  will  generate  pervasive 
expectations  of  a  continuing  "Reagan  inflation."  Such  a  development 
would  almost  ensure  that  high  interest  rates  would  hang  over  the  economy 
well  into  the  first  year,  deadening  housing  and  durables  markets 
and  thwarting  the  industrial  capital  spending  boom  required  to  propel 
sustained  economic  growth. 


— David  Stockman 

Avoiding  a  GOP  Economic  Dunkirk 
(Emphasis  is  Mr.  Stockman's) 


Last  November,  the  Wall  Street  Journal  carried  an  editorial 
entitled  "The  First  Mistake."     The  mistake,  according  to  the 
Journal ,  was  made  by  Governor  Reagan  when  he  agreed  to  the  ele- 
vation of  A.  W.  Clausen  to  the  Bank  of  the  World  from  the  Pres- 
idency of  the  Bank  of  America.     The  appointment,   said  the  Journal , 
"signals  more  of  the  same  at  an  institution  that  has  grown  into 
a  major  problem  during  13  years  of  Kennedy-style  liberalism  under 
Robert  McNamara."     Clausen,  according  to  the  Journal, 
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contends  Mr.  McNamara  has  done  a  'marvelous*   job  at  the 
World  Bank.     Like  Mr.  McNamara,  he  is  using  the  word 
'deplorable'   to  describe  the  reluctance  of  the  U.S.  Con- 
gress to  pony  up  massive  new  capital  and  resources.... 

No  one,  of  course,  would  be  happier  with  an  expanded 
World  Bank  role  than  the  big  commerical  banks  who  them- 
selves funded  many  Third  World  governments  through  the 
big  crunch  of  the  mid-1970s.     They  are  heavily  exposed  in 
a  host  of  nations  that  will  be  lobbying  for  what  amounts 
to  a  bailout  by  the  World  Bank,  on  the  strength  of  cap- 
ital supplied  to  the  bank  by  taxpayers  in  the  wealthy 
nations. 


H.R.   3439  provides  the  capital  from  the  "taxpayers  in 
the  wealthy  nations"  that  the  Journal  spoke  of  last  fall. 
The  list  of  goodies  it  bestows  on  the  international  banks  is 
as  follows: 


H.R.  3439 


World  Bank,  paid-in  capital 
World  Bank,  callable  capital 
International  Development 

Association 
African  Development  Bank 
Asian  Development  Fund 
Inter-American  Development  Bank 


$658  million 

$     8.2  billion 

$     3.24  billion 

$360  million 

$  67  million 

$345  million 


Total 


$  13 


billion 


It  is  worthwhile  to  compare  these  figures  with  what  we 
have  contributed  and  subscribed  to  these  institutions  in  the 
past.     Take  the  World  Bank  first: 


World  Bank 


1945  $     3.175  billion 

1959  $     3.175  billion 

1970  $123  million 

1972  $560  million 

1974  $773  million 

1977  ■   $706  million 

Total  1945-1980  $     8.5  billion 

H.R.   3439  $     8.9  billion 


f 
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In  the  first  35  years  of  its  existence,   the  U.S.  subscribed 
$8.5  billion  to  the  World  Bank.     Now,  in  this  one  bill,  we  are 
subscribing  more  than  we  did  in  the  entire  previous  history  of 
the  Bank.     This  is  hardly  an  example  of  fiscal  restraint.  It 
certainly  is  not  an  example  of  how  we  can  cut  the  growth  of  the 
budget,   the  debt,   and  the  deficit. 

But  the  World  Bank  is  not  unique.     The  International  De- 
velopment Association,  which  is  the  "soft-loan  window"  of  the 
World  Bank — the  agency  that  gives  50  year  loans  with  little 
expectation  of  repayment — has  received  $6  billion  since  1960: 

International  Development  Association 

1960  $320  million 

1965  $312  million 

1969  $480  million 

1972  $     1.08  billion 

1974  $     1.64  billion 

1977  $     2.4  billion 

Total  $     6.2  billion 

H.R.   3439  $     3.24  billion 

In  this  one  bill  we  are  giving  more  than  50%  of  our  total 
contributions  to  the  IDA  in  the  past  20  years.     This  is  not 
practicing  fiscal  restraint;   it  is  not  cutting  the  growth  of 
the  budget,   the  debt,   and  the  deficit. 

A  similar  story,   though  not  quite  as  egregious,  applies 
to  the  Inter-American  Development  Bank,  the  African  Development 
Bank,  and  the  Asian  Development  Fund: 
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Inter-American  Development  Bank 


1959  $450  million 

1965  $750  million 

1968  $     1.3  billion 

1970  $     1.824  billion 

1972  $340  million 

1974  $509  million 

1976  $     2.2  billion 


Total  $     7.5  billion 


H.R  3439  $345  million 


African  Development  Bank 
Instead  of  cutting  foreign  aid,  this  bill  creates  a  whole 
new  vehicle  for  additional  foreign  aid.     Not  only  are  we  adding 
more  dollars  to  our  old  foreign  aid  channels,  we're  creating 
an  entirely  new  system  as  well.     U.S.  membership  in  the  African 
Development  Bank  is  authorized  by  this  bill  for  the  first  time, 
and  our  first  subsidy  amounts  to  $360  million. 

Asian  Development  Fund 

1972  $100  million 

1974  $  50  million 

1977  $120  million 

Total  $270  million 

H.R.   3439  $  67  million 

FOREIGN  AND  DOMESTIC  POLICY 
There  are  many  reasons  for  opposing  this  bill.     One  is 
that  by  spending  this  money,  we  are  subsidizing  the  same 
programs  for  foreign  countries  that  the  Administration  wants 
to  eliminate  or  reduce  here  in  this  country.     For  example,, 
the  World  Bank  has  loaned  over  $1  billion  to  India  so  that 
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the  Indian  government  can  develop  its  railroad  system.  Thus 
we  are  subsidizing  nationalized  railroads  in  India,  while 
phasing  out  Amtrak  and  Conrail  here  at  home.     This  makes  no 
sense  at  all.     Every  informed  taxpayer  will  reject  these  out- 
rageous subsidies. 

The  Inter-American  Development  Bank  has  recently  made  a 
grant  to  the  Dominican  Republic  of  half  a  million  dollars  for 
improvement  of  its  urban  transportation  system.     Yet  this 
Administration  has  favored  the  reduction  of  mass  transit  sub- 
sidies in  this  country. 

In  the  past  few  weeks,  the  World  Bank  has  approved  a  $50 
million  loan  for  a  cooperative  in  Korea.  But  the  Administra- 
tion is  trying  to  eliminate  the  National  Consumer  Cooperative 
Bank  in  this  country. 

The  Administration  has  also--and  correctly--begun  the 
withdrawal  of  the  federal  government  from  our  fuel  production 
and  distribution  system.     Yet  the  World  Bank  has  made  many 
oil  and  gas  development  loans  in  the  past  three  years: 


India 

$150 

million 

Turkey 

$ 

2. 

5 

million 

Pakistan 

$ 

30 

million 

Egypt 

$125 

million 

Thailand 

$112 

million 

Congo 

$ 

5 

million 

Peru 

$ 

32. 

5 

million 

Morocco 

$ 

50 

million 

Madagascar 

$ 

12. 

5 

million 

Bolivia 

$ 

16 

million 

Honduras 

$ 

3 

million 

Tunisia 

$ 

37 

million 

Somalia 

$ 

6 

million 

Tanzania 

$ 

30 

million 

Argentina 

$ 

27 

million 

Yemen 

$ 

9 

million 

(People' s 
Republic) 
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Worse  still,  this  bill,   seriously  contemplates  establishing 
"a  new  lending  f acility . . . f or  the  development  of  new  energy 
resources  in  developing  countries."     Why  is  one  and  the  same 
policy  bad  for  Americans  but  good  for  the  Indians  and  the 
Tunisians?    Why  are  energy  subsidies  bad  for  Americans  and  good 
for  Peruvians?    Why  does  socialism  become  not  only  acceptable 
but  worthy  of  being  subsidized  by  our  tax  money  when  it  is 
practiced  outside  our  borders? 

H.R.    3439   IS  INFLATIONARY 
But  this  incoherence  between  our  domestic  and  foreign 
policies  is  not  the  only  reason  for  voting  against  this  bill. 
H.R.   3439  is  inflationary. 

In  this  bill  we  are  giving  away  money  that  we  don't  have. 
This  global  revenue  sharing  program  is  not  funded  out  of  our 
surplus;  we  have  no  surplus.     Every  penny  in  this  bill  must  be 
borrowed  or  created  out  of  thin  air.     If  it  is  borrowed,  it 
will  drive  interest  rates  up  still  higher.     For  those  who  think 
that  a  19%  prime  rate  is  not  high  enough,  a  "yes"  vote  is  in 
order  on  this  bill.     When  the  federal  government  enters  the 
capital  market  to  borrow  the  $5  billion  authorized  by  this  bill, 
and  the  World  Bank  borrows  the  $8  billion  in  "callable  capital," 
they  will  put  that  much  more  pressure  on  interest  rates.  The 
next  time  a  taxpayer  complains  about  having  to  pay  15%  for  a 
home  mortgage  loan,   it  would  be  appropriate  to  ask  him  if  he 
isn't  glad  that  Lower  Slobovia  got  a  50  year  loan  at  zero  per- 
cent interest  with  no  repayment  at  all  for  the  first  ten  years. 
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Perhaps,   however,   the  federal  government  will  not  borrow 
this  money.     Perhaps  we  will  print  it,  or  create  the  credit 
out  of  thin  air  by  using  the  computers  at  the  Federal  Reserve. 
In  that  case,   inflation  occurs,  and  subsequently  rising  prices 
and  interest  rates.     We  are  suffering  from  a  12%  annual  rise 
in  the  Consumer  Price  Index  now.     Adding  $13  billion  more  to 
the  inflationary  fires  will  send  the  C.P.I,  up  another  notch 
or  two . 

The  $8  billion  in  "callable  capital"  for  the  World  Bank 
is  as  inflationary  as  the  $5  billion  authorized  in  this  bill, 
for,  using  it  as  a  form  of  collateral,   the  World  Bank  will 
go  into  the  private  capital  markets  and  borrow  $8  billion. 
This,  of  course,  will  drive  interest  rates  up  still  further 
and  will  put  pressure  on  the  Fed  to  accommodate  with  further 
expansion  of  credit.     For  every  dollar  we  put  into  the  World 
Bank,  the  Bank  can  borrow  a  dollar  in  the  capital  markets, 
thus  absorbing  capital  needed  for  more  productive  enterprises. 
Years  ago,   this  "callable  capital"  portion  of  our  contribu- 
tion to  the  World  Bank  was  both  authorized  and  appropriated. 
Because  of  the  growing  concern  about  foreign  aid,   the  callable 
capital  was  later  authorized  but  not  appropriated.     Now,  for 
the  first  time,  the  callable  capital  is  neither  authorized 
nor  appropriated.     This  device  seems  to  have  been  taken  so  that 
the  Congress  can  tell  different  stories  to  the  World  Bank  and 
to  the  American  people.     To  the  World  Bank,  we  can  say,  yes 
we  have  made  a  commitment  in  this  bill;   to  the  American  people 
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we  can  say,  no,  we  did  not  spend  $8  billion.     I  believe  this 
is  deceptive,  if  not  to  the  World  Bank,  then  certainly  to  the 
American  people. 

To  make  matters  worse,  the  bill  seriously  contemplates 
the  recommendation  of  the  so-called  Brandt  Commission  that 
"the  borrowing-to-capital  ratios  for  the  /World  Bank7  and  the 
regional  development  banks  should  be  increased  from  the  cur- 
rent requirement  that  there  be  one  dollar  of  subscribed  bank 
capital  stock  for  every  dollar  loaned  by  multilateral  develop- 
ment banks."     This  hyperinf lationary  proposal  would  mean  that 
the  sea  of  debt  that  the  world  is  floating  on  would  become  an 
ocean,  as  the  fractional  reserve  system  would  be  used  by  the 
Bank  to  loan,  not  $40  billion  as  at  present,  nor  $80  billion 
as  contemplated  by  this  bill,  but  $200,   $300,  or  $500  billion. 

THE  MDBS  PROMOTE  SOCIALISM 
In  1975  the  Washington  Post  reported  that  "The  World 
Bank  has  turned  to  financing  in  a  big  way  Africa's  most  radical 
socialist  experiments."     The  World  Bank  channeled  hundreds 
of  millions  of  dollars  to  the  Marxist  government  of  Chile;  it 
has  helped  finance  the  forced  collectivization  of  farmers  in 
Tunisia;  it  has  disgorged  huge  sums  on  the  Communist  regimes 
in  Romania,  Vietnam,  and  Yemen,  to  name  but  three  examples. 
The  other  MDBs  have  done  the  same  with  other  Communist  dicta- 
torships . 
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Even  in  the  non-Communist  regimes,   the  MDBs  funds  go  to 
government-owned  or  -controlled  corporations  such  as  the  $150 
million  loan  to  India's  national  oil  company,   the  Oil  and 
Natural  Gas  Commission,  or  the  $32.5  million  loan  to  Petroperu, 
the  government  oil  company  of  Peru.     Because  it  is  a  government- 
to-government  subsidy,   it  benefits  only  the  governments  involved, 
not  the  people.     Now  if  this  Administration  were  committed  to 
socialism  here  at  home,  its  support  for  this  bill  would  be  un- 
derstandable.    I  cannot,  however,   comprehend  why  Secretary  Regan 
believes  that  "the  authorization  legislation  for  the  MDBs  /isj7 
an  important  element  of  our  foreign  economic  program  and  an 
integral  part  of  our  efforts  to  establish  a  strong  and  coherent 
foreign  policy."     Does  our  "foreign  economic  program"  include 
the  strengthening  of  Communist  and  socialist  dictatorships 
abroad?     Is  "socialism  abroad,  free  enterprise  at  home"  what 
the  Administration  means  by  a  "coherent  foreign  policy"? 

Government-to-government  foreign  aid  has  not  worked,  it 
cannot  work,  and  it  will  not  work.     Its  failure  has  been  docu- 
mented many  times,  from  The  Ugly  American  to  the  scholarly 
volumes  by  Professor  Peter  Bauer.     It  can  only  succeed  in 
strengthening  the  grip  the  power  elites  in  the  recipient  coun- 
tries have  on  their  pitiful  citizens. 

H.R.    3439  IS  A  BANK  BAILOUT  BILL 
In  an  article  that  appeared  in  the  Wall  Street  Journal 
on  March  2,   1981,  Jude  Wanniski  made  the  following  observation: 
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The  most  immediate  and  pressing  threat  to  the  world 
economy  which  the  "Reagan  Administration  must  face  is  the 
Third  World  debt  to  the  international  banks,  a  debt  that 
now  exceeds  $300  billion.     On  the  face  of  it,  there  is 
no  prospect  that  this  debt  can  be  repaid,  and  because 
the  amount  exceeds  by  many  times  the  amount  of  capital 
in  the  international  banks,  these  banks  would  be  tech- 
nically bankrupt  were  it  not  for  continued  currency  in- 
flation.    Indeed,   lacking  any  other  solution,   the  banks 
have  a  profound  vested  interest  in  global  inflation. 
It  preserves  the  illusion  of  solvency  even  as  the  debt 
mushrooms .... 

For  several  decades,  U.S.   foreign  policy  has  been 
wagged  by  this  tail  of  global  debt.     The  IMF  and  the 
World  Bank  are  run  by  and  for  the  money-center  baks, 
the  aim  being  the  aversion  of  international  financial 
collapse  and  their  own  bankruptcies.     The  World  Bank's 
objective  is  to  squeeze  the  U.S.  taxpayer  for  resources 
to  send  to  the  Third  World,  with  the  avowed  aim  of 
helping  nations  develop  so  their  expanding  tax  bases 
can  support  their  debt  service. 


A  news  report  in  the  same  newspaper  for  February  20,  1981, 

contained  the  following  pieces  of  information: 

When  commercial  banks  scan  the  Third  World's  debt- 
laden  landscape,   they  usually  find  it  reassuring  that 
the  International  Monetary  Fund  and  the  World  Bank  are 
in  the  background. . . . 

To  some  analysts,  what's  been  happening  with  Turkey 
comes  uncomfortably  close  to  being  a  bailout  of  commer- 
cial banks.     Since  that  country  sank  into  such  dire 
straits  that  it  couldn't  meet  its  debt  payments  on  schedule 
and  turned  to  the  IMF  for  a  sizable  credit,  commercial 
banks  have  been  reducing  their  loans  there,  they  say.  The 
unintended  effect  from  the  IMF  standpoint ...  is  that  the 
IMF  "is  making  it  possible  for  the  banks  to  get  their  money 
out  of  Turkey." 


Whether  the  bank  bailout  is  more  or  less  indirect  as  these 
articles  suggest,   it  seems  to  be  the  major  reason  for  the  en- 
thusiastic support  of  the  MDBs  in  the  financial  centers  of  the 
Western  world. 
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NO  COMMITMENT  HAS  BEEN  MADE  TO  THE  WORLD  BANK 
It  was  argued  in  Committee  that  the  present  Administration 
is  supporting  this  bill  because  of  a  commitment  made  by  the 
previous  Administration.     However,   there  is  no  such  commitment. 
In  his  appearance  before  the  House  Appropriations  Committee, 
former  Secretary  of  the  Treasury,  W.  Michael  Blumenthal,  stated 
that 

When  we  indicate  a  particular  level  of  support  we 
make  it  clear  to  the  institution  that  this  is  not  a 
commitment  and  that  it  will  not  be  forthcoming  unless 
the  funds  are  not  only  authorized  but  also  approved 
through  the  appropriations  process  of  the  Congress. . . . 
(March  6,   1978. ) 

In  a  memorandum  dated  June  20,   1979,  Mr.  Edward  R.  Fried,  then 

United  States  Executive  Director  to  the  World  Bank,  advised 

the  Board  of  Executive  Directors  of  the  World  Bank  that 

We  recognize  that  adoption  of  the  Resolutions  by  the 
Directors  and  the  favorable  vote  of  any  Director  does  not 
obligate  a  member  to  subscribe  to  all  or  any  of  the  shares 
allotted  to  it.     While  it  is  my  Administration's  plan  to 
recommend  to  the  Congress  that  the  U.S.  Governor  vote  in 
favor  of  these  Resolutions  and  that  the  U.S.   exercise  its 
subscription  rights,   I  make  this  statement  because  prior 
Congressional  action  is  required  for  the  vote  of  the  U.S. 
Governor  and  for  additional  U.S.   subscriptions  to  the 
IBRD  capital  stock. 


In  fact,  there  is  absolutely  no  commitment  to  the  World 
Bank  or  the  IDA.     Congress  has  not  authorized  or  appropriated 
this  money,  and  no  commitment  will  be  made  until  this  bill 
becomes  law.     By  defeating  this  bill  we  are  not  reneging  on 
a  promise.     By  passing  this  bill  we  will  renege  on  a  solemn 
promise  made  to  the  American  people  in  the  election  last  fall 
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to  cut  unnecessary  spending.  The  World  Bank  has  been  fully 
informed  that  any  vote  by  our  Director  is  not  a  commitment, 
and  that  only  the  Congress  can  make  that  commitment. 

NO  MAGIC  MULTIPLIER 
One  last  canard  needs  to  be  laid  to  rest:     the  idea  that 
for  every  dollar  the  United  States  contributes  to  the  MDBs, 
it  gets  two,   three,  or  six  dollars  in  new  business,  depending 
on  which  bureaucrat  one  talks  to.     This  story  reminds  one  of 
the  store  manager  who,  when  business  was  slow,   took  money  out 
of  the  cash  register  to  distribute  it  to  passersby  on  the 
street,  who  promised  that  they  would  spend  the  money  in  his 
store.     Soon  business  was  booming,  but  the  store  manager  could 
never  figure  out  why  his  store  went  bankrupt.     It  seems  he 
actually  believed  the  Keynesian  myth  of  stones  into  bread  and 
magic  multipliers. 

Moreover,   unlike  the  storeowner's  money,  much  of  this 
money  is  never  spent  in  the  United  States.     For  example,  the 
U.S.   has  provided  one-third  of  all  funds  for  the  International 
Development  Association,  but  we  have  received  only  15%  of 
all  IDA  procurement  orders  for  goods  and  services.  During 
1980,   this  figure  fell  below  11%.     Japan,   however,  provides 
10%  of  IDA's  resources  and  yet  receives  16%  of  all  IDA  con- 
tracts.    West  Germany  and  Great  Britain  show  similar  favorable 
balances — favorable  to  them,  that  is,   not  to  the  American 
taxpayers. 
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There  is  one  interesting  fact  about  this  canard,  however. 
It  belies  the  claims  to  disinterested  motives  behind  these 
programs.     It  reveals  that  one  motivation,  perhaps  the  driving 
motivation,   for  supporting  the  MDBs  is  the  hope  of  gain  by 
those  large  banks  and  companies  that  do  business  with  the 
Third  World.     It  confirms  our  suspicions  that  one  of  the  func- 
tions of  the  MDBs  is  to  funnel  money  from  the  pockets  of  the 
American  taxpayers  to  the  accounts  of  multinational  corporations 
and  banks.     Once  the  American  people  catch  on  to  this,  the 
electoral  rout  of  last  November  will  seem  like  a  victory  for 
the  big  spenders.     If  helping  U.S.  multinational  corporations 
and  banks  is  a  reason  for  voting  for  this  bill,   it  would  be 
much  more  efficient  and  sensible  to  make  direct  appropriations 
from  the  Treasury  for  such  subsidies.     Laundering  the  money 
through  the  multilateral  development  banks  is  terribly  inef- 
ficient, but  it  does  have  one  advantage:     it  has  fooled  the 
American  people  for  several  years. 

CONCLUSION 

I  urge  my  colleagues  to  study  this  bill  carefully.  Compare 
this  massive  spending  with  the  declared  position  of  the  Admin- 
istration on  big  spenders.     Judge  whether  we  should  subsidize 
programs  abroad  that  are  similar  to  programs  being  cut  at  home. 
Weigh  the  impact  borrowing  or  printing  $13  billion  will  have 
on  interest  rates,  mortgage  rates,  and  the  Consumer  Price  Index. 
Consider  the  folly  of  taking  money  out  of  the  cash  register  to 
encourage  business.     And  then  vote  against  this  bill  on  the 
House  floor. 


TITLE  IV  -  COMMITTEE  ON  THE  DISTRICT  OF  COLUMBIA 


Report  Language 


To  fully  and  completely  meet  its  reconciliation  targets,  the  Committee 
on  the  District  of  Columbia  approved  draft  legislation  which  would  amend 
Section  723  of  the  District  of  Columbia  Self -Government  and  Reorganization 
Act  to  limit  the  amount  of  funds  authorized  to  $155  million  and  to  limit 
the  amount  of  outlays  to  $145  million  for  fiscal  years  1982,  1983,  and  1984 
for  loans  for  certain  capital  projects  of  the  District  of  Columbia. 
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CONGRESSIONAL  BUDGET  OFFICE 
U.S.  CONGRESS 
WASHINGTON,  D.C.  20515 


June  11,  1981 


Alice  M.  Rlvlin 
Director 


Honorable  Ronald  V.  Dellums 
Chairman 

Committee  on  the  District  of  Columbia 
U.S.  House  of  Representatives 
1310  Longworth  House  Office  Building 
Washington,  D.C.  20515 

Dear  Mr.  Chairman: 

Pursuant  to  Section  202  of  the  Congressional  Budget  Act  of  1974,  the  Congressional 
Budget  Office  has  reviewed  the  reconciliation  proposal  prepared  by  the  House 
Committee  on  the  District  of  Columbia.  The  proposal  would  amend  Section  723  of 
the  District  of  Columbia  Self -Government  and  Governmental  Reorganization  Act  to 
limit  the  amount  of  funds  authorized  and  the  amount  of  funds  expended  for  loans  for 
certain  capital  projects  of  the  District  of  Columbia. 

Based  on  this  review,  the  Congressional  Budget  Office  has  estimated  the  budgetary 
impact  of  this  proposal  on  the  baseline  for  reconciliation.  CBO  understands  that  the 
staff  of  the  Committee  on  the  Budget  will  be  responsible  for  interpreting  how  the 
savings  contained  in  these  legislative  proposals  measure  against  the  budget  resolution 
reconciliation  instructions.  A  summary  of  the  estimated  changes  follows: 

(by  fiscal  years,  in  millions  of  dollars) 

1982  1983  1984 


Baseline 

Budget  Authority  193.6  210.8  227.2 

Outlays  185.3  208.6  223.9 

Change  to  Baseline:  Authorizations 

Budget  Authority  -38.6  -55.8  -72.2 

Outlays  -40.3  -63.6  -78.9 


Should  the  Committee  so  desire,  we  would  be  pleased  to  provide  further  details  on 
this  estimate. 


Sincerely, 


cc:  Honorable  Stewart  B.  McKinney 
Ranking  Minority  Member 
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TITLE  V  -  COMMITTEE  ON  EDUCATION  AND  LABOR 


REPORT  OF  THE  COMMITTEE  ON  EDUCATION  AND  LABOR 
ON  THE 

OMNIBUS  EDUCATION  AND  LABOR  RECONCILIATION  ACT  OF  1981 


Section  301  of  H.  Con.   Res.   115,  the  First  Congressional 
Budget  Recolution  for  Fiscal  Year  1982,  provides: 

" (5) (A)  the  House  Committee  on  Education 
and  Labor  shall  report  changes  in  laws  within 
the  jurisdiction  of  that  committee  which 
provide  spending  authority  as  defined  in 
section  401(c)(2)(C)   of  Public  Law  93-344 
sufficient  to  reduce  budget  authority  by 
$1,963,000,000  and  outlays  by  $1,946,000,000 
in  fiscal  year  1982;   to  reduce  budget  authority 
by  $2,916,000,000  and  outlays  by  $2,777,000,000 
in  fiscal  year  1983;  and  to  reduce  budget 
authority  by  $3,995,000,000  and  outlays  by 
$3,801,000,000  in  fiscal  year  1984;  and 

" (B)  the  House  Committee  on  Education  and 
Labor  shall  also  report  changes  in  laws  within 
the  jurisdiction  of  that  committee  sufficient 
to  reduce  appropriations  for  programs  authorized 
by  that  committee  so  as  to  achieve  savings  in 
budget  authority  and  outlays  as  follows: 
$10,136,000,000  in  budget  authority  and 
$8,138,000,000  in  outlays  for  fiscal  year 
1982;   $11,991,000,000  in  budget  authority 
and  $10,745,000,000  in  outlays  for  fiscal 
year  1983;  and  $14,349,000,000  in  budget 
authority  and  $13,219,000,000  in  outlays  for 
fiscal  year  1984;" 

Pursuant  to  that  mandate,  the  House  Education  and  Labor  Committee 
on  June  10,   1981  ordered  reported  to  the  House  Budget  Committee 
language  in  compliance  by  a  vote  of  2  3  yeas,  4  nays  and  4  present, 
The  motion  to  report  was  as  follows: 

"Mr.  Chairman,   I  move  that  the  Committee  report 
to  the  House  Budget  Committee  its  reconciliation 
recommendations  approved  today  by  the  Full 
Committee  within  the  time  specified  by  the  First 
Concurrent  Resolution  on  the  Budget  for  Fiscal 
Year  1982  and  that  in  so  transmitting  said  docu- 
ment, the  Chairman  also  convey  to  the  Budget 
Committee  its  strong  disapproval  of  such  severe 
and  drastic  reduction  in  spending  for  essential 
educational,  nutritional,  training  and  other 
social  programs  for  the  people  of  this  country 
and  that  the  action  of  the  Committee  is  solely 
for  the  purpose  of  complying  with  the  rules  of 
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the  House,  the  requirements  of  the  Congressional 
Budget  Act  and  the  instructions  given  by  the 
First  Concurrent  Resolution  on  the  Budget  for 
Fiscal  year  1982." 

Although  mandated  to  cut  back  on  essential  educational 
and  training  programs,  the  actual  process  of  obtaining  the  so- 
called  savings  program  by  program  and  vote  by  vote  in  caucus 
and  Full  Committee  sessions  would  not  have  been  possible  had 
it  not  been  the  belief  of  the  Majority  that  an  opportunity 
would  be  afforded  in  Floor  consideration  for  restorative 
amendments.     This  view  was  strengthened  as  the  Committee 
worked  and  began  to  see  the  severe  hardship  and  suffering 
that  would  be  occasioned  by  the  depth  of  the  cuts.  The 
Committee  feels  that  it  can  clearly  demonstrate  this  to  the 
Members  of  the  House  in  Floor  debate. 

Almost  one-third  of  the  funds  which  would  be  spent  next 
year  on  the  basic  programs  for  the  nation's  poor,  handicapped, 
elderly  and  students  will  be  wiped  out  by  the  action  the  Committee 
is  being  required  to  take. 

The  reconciliation  recommendations  contained  in  this 
document  are  submitted  solely  to  bring  the  Committee  on  Educa- 
tion and  Labor  into  compliance  with  the  First  Concurrent 
Resolution  on  the  Budget  for  Fiscal  Year  1982.     The  Committee 
Majority  can  express  neither  pleasure  nor  pride  in  so  doing. 

In  dealing  with  the  matters  within  its  jurisdiction,  this 
Committee  boasts  a  heritage  and  a  tradition  of  compassion  and 
altruism. 

That  tradition  today  lies  trampled  in  the  legislative 
process  to  which  the  Committee  has  been  obliged  to  act  at  the 
direction  of  the  House. 

The  spending  cuts  in  which  the  Committee  has  been  obliged 
to  acquiesce  are  so  severe  and  drastic  that  the  descriptive 
adjective  instantly  suggested  is  draconian . 

The  reconciliation  instructions  themselves  constitute,  we 
believe,  a  grave  threat  to  the  rightful  operation  of  the 
committee  process  evolved  in  the  Congress  over  a  period  of  192 
years.     Insensitive  and  ill-advised  to  an  unparalleled  degree, 
these  instructions  bode  darkly  the  events  to  come  in  future 
sessions  of  this  legislative  body. 

This,  however,  is  a  matter  that  can  be  redressed  legisla- 
tively when  its  true  destructiveness  becomes  more  generally 
recognized. 
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What  cannot  be  so  redressed  is  the  pain,  the  suffering, 
the  deprivation,   and  the  indignity  which  the  spending  cuts 
herein  contained  will  heap  upon  hundreds  of  thousands  of  the 
poor,   the  sick,   the  old,  the  jobless,  and  those  ill-equipped 
to  cope  with  the  economic  realities  of  19  81. 

No  future  legislative  act  can  assuage  the  hunger  pangs 
of  an  undernourished  child.     Nor  can  it  restore  the  dignity  of 
the  elderly  men  and  women  forced  into  poverty  by  these  cuts 
today.     The  damage  the  Committee  is  forced  to  wreak  upon  those 
in  society  least  able  to  defend  themselves  is  irremediahle . 


In  order  to  meet  the  stern  dictates  of  the  reconciliation 
instructions,  the  Committee  has  been  forced  to  make  cuts  of 
nearly  $1  billion  in  child  nutrition  programs  under  its 
jurisdiction.     It  cuts  $409.2  million  from  the  program  of 
education  for  the  disadvantaged.     It  strikes  $131.8  million 
from  the  vocational  and  adult  education  programs.     It  cuts 
almost  $700  million  from  the  program  of  assistance  to  students 
wishing  to  pursue  a  college  education. 

In  the  largest  cut  of  all,  the  Committee  has  been  forced 
to  cut  $5.6  billion  from  the  concentrated  employment  and  training 
programs — the  very  programs  designed  to  fit  unemployed  people 
for  constructive,  contributing  roles  in  society. 


These  are  but  a  few  of  the  severe  cuts  that  the  Committee 
has  had  to  make. 

This  action  is  destructive  in  the  extreme  to  some  of  the 
most  effective  programs  yet  devised  by  government  for  the  better- 
ment of  the  people. 

It  is  taken  with  the  hope  that  the  Congress  will  see  the 
error  of  its  action  before  even  more  serious  damage  is  inflicted 
to  the  fabric  of  American  life. 

The  Committee  has  been  guided  by  extensive  hearings  held  in 
this  session  on  budget  and  reconciliation-related  matters.  The 
Committee  has  heard  from  spokesmen  from  the  Administration  represent- 
ing the  Department  of  Agriculture,  the  Department  of  Health  and 
Human  Services,  the  Department  of  Labor  and  the  Department  of 
Education.     It  has  also  heard  from  witnesses  throughout  the  country 
with  expertise  and  knowledge  of  the  programs  under  the  Committee ' s 
jurisdiction.     In  this  respect,  the  Full  Committee  and  its  sub- 
committees had  19  days  of  hearings  on  budget  and  reconciliation 
matters  since  the  Reagan  budget  was  submitted  to  Congress  on 
March  10,  1981. 


210 


In  reviewing  all  of  the  laws  under  the  jurisdiction  of  the 
Committee  and  considering  the  least  harmful  reductions  to  be 
made  pursuant  to  the  mandate,  the  Majority  Members  of  the 
Committee  caucused  for  10  days,  beginning  May  2  8th.  Final 
action  of  the  Committee  was  taken  after  two  days  of  Full 
Committee  mark-up. 

On  Wednesday,  June  17th,  the  Committee  met  and,  by  a  vote  of 
26  yeas,  6  nays  and  1  present,  adopted  a  resolution  directing  the 
Chairman  to  make  specified  changes  in  the  Committee  *  s  previous 
report.     Said  resolution  appears  as  an  appendix  to  this  report. 

Organization  of  Title  V  of  the  Reconciliation  Bill  —  The  changes 
in  law  reported  by  the  Committee  are  incorporated  as  title  V 
of  the  reconciliation  bill.     Title  V  is  organized  on  the  follow- 
ing basis: 

A.  APPROPRIATIONS  CAPS 

(1)  General  Organization — Subtitle  A  lists  all  statutes 
within  the  jurisdiction  of  the  Committee  with  an  appropriations 
cap  for  each  such  statute  for  fiscal  years  1982,   1983,   and  1984. 

(2)  Effect  on  Other  Laws — Section  5101  states  the  general 
rule  that  all  authorizations  of  appropriations  and  other  provisions 
of  law  are  superseded  to  the  extent  they  are  not  consistent  with 
the  appropriations  caps  established  in  subtitle  A. 

B.  REAUTHORIZATIONS 

(1)     Reauthorizations  —  Subtitle  B  contains  free-standing 
reauthorizations  for  statutes  within  the  jurisdiction  of  the 
Committee  which  require  reauthorization  for  fiscal  year  1982, 
1983,   or  1984.     Language  is  included  making  it  clear  that  these 
reauthorizations  are  subject  to  the  appropriations  caps  established 
in  subtitle  A. 

C.  ENTITLEMENTS 

(1)  Higher  Education  —  Chapter  1  of  subtitle  C  contains 
amendments  to  the  Higher  Education  Act  of  1965  to  reduce  the 
"entitlement"  costs  of  the  Guaranteed  Student  Loan  Program. 

(2)  School  Lunch  —  Chapter  2  of  subtitle  C  contains  amend- 
ments to  the  Child  Nutrition  Act  of  1966  and  the  National  School 
Lunch  Act. 

(3)  Black  Lung  —  Chapter  3  of  subtitle  C  contains  amend- 
ments to  the  Black  Lung  Benefits  Act. 


In  addition,  the  Committee  acknowledges  the  action  of  the 
Committee  on  Ways  and  Means  in  savings  of  $8  82  million  in  low 
income  energy  assistance  which  account  the  Committee  on  Education 
and  Labor  shared  with,  that  Committee.     Also  acknowledged  is  the 
savings  achieved  of  $16  million  by  the  Committee  on  Energy  and 
Commerce  in  social  services  consolidation   Cdevelopmental  disabilit- 
ies)  which  the  Committee  on  Education  and  Labor  shared  with  said 
Committee . 


REPORT  LANGUAGE  -  CHILD  NUTRITION  PROGRAMS 


In  the  area  of  child  nutrition  the  Committee  agreed 
to  legislative  changes  that  will  achieve  savings  of  $1,080 
billion  in  budget  authority  in  fiscal  year  1982,  $1,080 
billion  in  budget  authority  in  fiscal  year  1983,  and  $1,161 
billion  in  budget  authority  in  fiscal  year  1984. 

The  cost  saving  provisions  include  an  extension  of 
last  year's  reconciliation  provision  and  an  additional  8.5c 
cut  in  the  paid  lunch  subsidy.     The  eligibility  for  reduced- 
price  meals  is  lowered  from  195%  to  1857o  of  the  poverty  level 
and  the  standard  deduction  used  for  computing  the  reduced- 
price  income  limit  is  lowered  to  $50  a  month.     The  price  of 
a  reduced  price  lunch  is  increased  15c  and  the  reimbursement 
for  paid  school  breakfasts  is  reduced  by  5C- 

The  Committee  has  amended  the  special  milk  program 
so  that  it  is  now  available  in  schools  and  institutions  where 
there  are  no  other  Federal  feeding  programs . 

With  respect  to  the  summer  food  program,  the  Committee 
limits  private  sponsorship  to  institutions  serving  no  more  than 
1,000  children  at  no  more  than  10  sites.     The  Committee  also 
restricts  meal  service  to  lunches  only,  however,  residential 
summer  camps  and  programs  serving  migrant  children  may  continue 
to  serve  up  to  three  meals  and  two  supplements  a  day. 

The  Committee  limits  the  number  of  meals  served  in  the 
child  care  food  program  to  two  meals  and  two  supplements  and 
only  children  up  to  14  years,  with  the  exception  of  handicapped 
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children  and  children  from  migrant  families,  may  partici- 
pate. 

The  Committee  also  eliminates  the  tiering  system 
in  the  Child  Care  Food  Program.     This  means  that  eligibility 
for  free  and  reduced  price  meals  is  based  solely  on  indivi- 
dual income  and  no  longer  the  percentage  of  free,  reduced 
priced  and  paying  children  enrolled  in  institutions.  The 
subsidy  cuts  that  where  made  in  the  breakfast  and  lunch 
programs  are  also  applied  to  the  child  care  program. 

The  Committee  is  also  eliminating  private  schools 
with  average  tuitions  exceeding  $1,500.     This  amendment  is 
not  meant  to  affect  any  private  schools  with  a  high  percen- 
tage of  students  who  are  receiving  some  form  of  scholarship 
aid  ranging  from  full  tuition  relief  down  to  $300  or  $400 
relief.     There  are  also  schools  that  have  sliding  tuition 
scales  for  multiple- family  members  in  attendance.     The  first 
child  usually  pays  full  tuition  while  the  second  and  third 
child  receive  a  ratably  reduced  rate,  usually  by  one- third 
or  two- thirds  and  so  on.     It  is  not  the  intent  of  this  legisla- 
tion to  eliminate  such  schools  which  provide  scholarship  and 
tuition  relief  from  participating  in  the  National  School  Lunch 
Program. 

The  Committee  capped  both  the  authorizations  for 
nutrition  education  and  equipment  assistance  to  $1  million. 
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These  amendments  become  effective  October  1,  1981. 
The  Committee  had  wanted  to  make  the  cutbacks  effective 
September  1,  1981,   in  order  to  achieve  greater  savings  for 
fiscal  year  1982.     The  Committee  has  been  told  by  the  Con- 
gressional Budget  Office  that  because  fiscal  year  1982  does 
not  begin  until  October  1,  1981,   the  September  savings  cannot 
be  credited  to  our  savings  in  budget  authority  for  fiscal  year 
1982. 

Therefore,   the  Committee  is  establishing  an  October  1 
effective  date  and  the  Committee  is  directing  the  Secretary 
of  Agriculture  to  ratably  reduce  over  a  9-month  period  beginn- 
ing October  1  reimbursement  payments  that  will  achieve  that 
same  amount  in  savings  that  we  would  have  achieved  had  the 
cutbacks  been  implemented  on  September  1,  1981. 
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REPORT  LANGUAGE  -  ELEMENTARY,  SECONDARY,  AND  VOCATIONAL 
EDUCATION 

For  the  fiscal  year  1982,  1983  and  1984  authorizations 
for  the  elementary  and  secondary  education  programs  under 
the  Subcommittee  on  Elementary,  Secondary,  and  Vocational 
Education,   the  Committee  recommends  capping  most  of  these 
programs  at  their  fiscal  year  1981  levels,  including  the 
rescissions  passed  by  Congress  in  H.R.  3512,  the  supplemental 
appropriations  and  rescission  bill.     This  recommendation 
applies  to  26  programs  under  the  Subcommittee,  including 
Title  IV- B  and  Title  IV- C  of  the  Elementary  and  Secondary 
Education  Act,  bilingual  education  and  adult  education. 

The  Committee  is  recommending  authorizations  higher 
than  the  fiscal  year  1981  funding  levels  for  two  programs: 
Title  I  of  ESEA  and  vocational  education.     The  Committee 
bill  caps  the  authorization  for  Title  I  for  fiscal  years 
1982,  1983,  and  1984  at  $3,504,300,000,  $400  million  above 
the  fiscal  year  1981  level  including  the  rescission  for  this 
program.     Vocational  education  is  proposed  to  be  authorized  at 
$791.2  million,  a  $105.5  million  increase  over  the  fiscal 
year  1981  level  including  the  rescission. 

For  the  impact  aid  program,  the  Committee  proposal 
includes  $404.6  million  for  section  3  payments  and  $10  million 
for  section  2.     Section  3  payments  are  to  be  made  as  follows: 
Indian  children  will  receive  80%  of  the  amount  they  were  paid 
in  fiscal  year  1981,  "A"  children  would  receive  65%  of  the 
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amount  received  in  fiscal  year  1981,  and  "B"  children 
would  recieve  55%  of  the  amount  received  in  fiscal 
year  1981. 

For  Emergency  School  Aid,  the  Committee  recommends 
$30  million  for  magnet  schools  and  no  funding  for  the 
remainder  of  the  program. 

In  addition,  the  Committee  bill  recommends  reducing 
the  fiscal  year  1982,  1983  and  1984  authorizations  below 
the  fiscal  year  1981  level  for  the  following  areas:  the 
basic  skills  program  in  Title  II  of  ESEA,  Department  of 
Education  salaries  and  expenses,  the  Cuban  and  Haitian  re- 
fugee assistance  program  under  P.L.  96-422,  and  the. Department 
of  Defense  Overseas  Dependents  Schools. 


(6-17-81) 


COMPREHENSIVE  EMPLOYMENT  AND  TRAINING  ACT  (CETA) 


The  Education  and  Labor  Committee's  recommendations  cut  fiscal  year  1982 
funding  authority  for  Comprehensive  Employment  and  Training  Act  (CETA)  programs 
by  a  total  of  $5.6  billion,  or  59%.    Sizeable  reductions  in  training  are  made  for 
fiscal  years  1982  through  1984.    Funding  for  public  service  employment  programs 
authorized  under  the  Act  is  eliminated  for  fiscal  year  1982  through  1984. 

Budget  authority  for  F.Y.  1982  for  Parts  A,  B  and  C  of  Title  II,  the  basic 
training  component  of  CETA,  is  reduced  by  37%.    This  reduction  is  achieved  through 
several  avenues.    The  Committee  recommends  that  the  hold  harmless  provisions  in 
allocations  to  prime  sponsors  currently  required  under  section  202  be  eliminated. 
The  Committee  also  recommends  that  the  total  amount  reserved  to  the  Governor  of 
each  State  under  section  202  be  reduced  from  12%  to  10.5%,  and  that  the  respective 
funding  levels  for  the  activities  for  which  such  funds  are  reserved  under  the 
current  law  be  left  to  the  discretion  of  the  Governor  of  each  State.    Present  law 
sets  aside  Title  II  funds  to  Governors  for  the  purposes  of  supplemental  vocational 
education  assistance,  state  employment  and  training  councils,  encouragement  of 
linkage  with  other  education  and  training  entities,  and  special  state-wide  services. 

The  Committee  further  recommends  that  the  Secretary's  discretionary  funds 
provided  for  in  section  202  of  CETA  be  reduced  from  the  current  level  of  approxi- 
mately 3.5%  of  Title  II-A,  B  and  C  funds  to  1%  of  such  funds.    In  so  doing,  the 
Committee  intends  that  the  remaining  discretionary  amounts  be  expended  for  the 
purposes  contained  in  paragraphs  2(B) (i)  and  (2)(C)  of  subsection  202(f),  in  the 
order  of  priority  there  set  forth. 

The  Committee  proposal  requires  prime  sponsors  to  provide  a  non-federal 
funding  match  in  inverse  proportion  to  the  rate  of  unemployment  in  the  area. 
For  prime  sponsors  with  unemployment  rates  equaling  or  exceeding  7%,  a  match  of 
12.5%  is  required;  where  the  unemployment  rate  is  6.5%  or  greater,  but  less  than 
7%,  a  25%  match  is  required;  an  unemployment  rate  of  6%  to  6.4%,  inclusive, 
requires  a  37.5%  match;  and,  finally,  an  unemployment  rate  of  less  than  6%  requires 
a  50%  match.    The  Committee's  recommendation  provides  authority  to  the  Secretary 
to  make  the  appropriate  adjustments  in  federal  allocations  to  ensure  that  the 
aggregate  levels  of  all  federal  and  non-federal  funds  available  to  individual 
prime  sponsors  are  distributed  on  an  equitable  basis  in  the  context  of  the  exist- 
ing formula  for  allocation  of  Title  II-A,B,C  funds.    The  Committee  notes  that  its 
intention  is  to  provide  for  local  funding  flexibility,  and  that  the  non-federal 
funds  can  be  generated  from  public  or  private,  profit  or  non-profit  sources. 

Additionally,  the  Committee's  recommendations  incorporate  the  1981  rescission 
of  $15  million  in  Title  II-A,B,C  already  adopted  by  Congress,  and  assume  further 
program  reductions  of  $813.3  million  in  Title  II-A,B  and  C. 

Funding  for  public  service  employment  (PSE)  under  Titles  II-D  and  VI  is 
el iminated. 

Funding  for  CETA  Title  III,  Special  Federal  Programs,  is  reduced  by  $309 

million,  or  59%,  in  F.Y.  1982  under  the  Committee's  proposal.  The  Committee 
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leaves  the  allocation  of  specific  reductions  in  Title  III  to  the  discretion  of 
the  Appropriations  Committee  and  the  Congress,  but  it  assumes  that  funding  for 
the  Welfare  Reform  Demonstration  Program,  which  is  now  being  phased  out,  will  be 
significantly  reduced.    However,  the  Committee  urges  that  whatever  funds  remain 
for  this  program  be  used  to  continue  the  operation  of  the  Job  Search  Assistance 
component,  which  has  been  very  successful  in  placing  welfare  recipients  in  unsub- 
sidized  jobs  and  reducing  welfare  costs.    The  Committee's  recommendations  also 
include  the  F.Y.  1981  rescission  of  $17.5  million  in  Title  III  funds  already 
adopted  by  Congress. 

The  Committee  additionally  recommends  the  imposition  of  an  aggregate  fiscal 
year  1982  funding  ceiling  for  both  Titles  III  and  V  of  $213,000,000.    Title  V  of 
CETA  establishes  a  National  Commission  for  Employment  Policy  which  has  responsi- 
bility for  examining  broad  issues  of  development,  coordination,  and  administration 
of  employment  and  training  programs,  and  for  advising  the  President  and  Congress 
on  national  employment  and  training  issues.    Although  open-ended  authority  for 
Title  V  is  specifically  provided  for  in  present  law,  the  Commission  is  currently 
funded  from  the  overall  appropriation  for  Title  III  of  CETA.    The  Committee 
assumes  that  approximately  $2,000,000  in  F.Y.  1982  will  be  made  available  to  the 
Commission  to  allow  it  to  continue  at  its  present  level  of  operation. 

Title  IV-A  of  CETA,  the  Youth  Employment  Demonstration  Program  (YEDP),  is 
reduced  by  $347  million,  or  36%,  under  the  Committee's  reconciliation  recommenda- 
tions for  fiscal  year  1982.    The  reductions  in  Title  IV-A  are  achieved  by 
eliminating  all  of  the  Secretary's  discretionary  monies  currently  provided  for 
in  sections  423,  433  and  438  of  the  Act,  by  incorporating  the  F.Y.  1981  rescission 
of  $50  million  already  enacted  by  Congress,  and  by  making  further  program  reduc- 
tions of  $167.9  million. 

Congress  earlier  this  year  enacted  S.  1070,  an  Act  reauthorizing  Title  IV-A 
of  CETA  through  F.Y.  1982.    S.  1070  repeals  the  existing  section  441  of  CETA 
which  requires  a  specific  percentage  distribution  of  YEDP  funds  among  the  three 
programs  authorized  under  Title  IV-A  (i.e.,  YIEPP-Youth  Incentive  Entitlement 
Pilot  Projects,  YCCIP-Youth  Community  Conservation  and  Improvement  Projects,  and 
YETP-Youth  Employment  and  Training  Programs).    While  it  is  the  Committee's  intent 
to  leave  the  internal  distribution  of  Title  IV-A  funds  in  F.Y.  1982  to  the  discre- 
tion of  the  appropriations  process,  the  Committee  believes  that  the  reduced  amount 
of  funding  available  for  these  programs  should  be  targeted  to  the  fullest  extent 
possible  on  disadvantaged  youth.    Further,  the  Committee  notes  that  essentially 
all  activities  now  authorized  under  YCCIP  are  allowable  under  YETP. 

The  Committee  has  capped  the  total  amount  of  funding  in  F.Y.  1982  for  both 
the  Job  Corps  (CETA  Title  IV-B)  and  the  Summer  Youth  Employment  Program  (CETA 
Title  IV-C)  at  $1,472,000.    No  specific  programmatic  changes  for  these  programs 
are  recommended  by  the  Committee.    However,  while  the  actual  funding  level  for 
each  program  is  left  to  the  discretion  of  the  Appropriations  Committee  and  the 
Congress,  the  Committee  assumes  that  sufficient  funds  will  be  available  for  the 
Job  Corps  expansion  and  capital  improvement  effort  as  proposed  by  the  President. 

The  Committee  recommends  that  fiscal  year  1982  funding  authority  for  the 
Private  Sector  Initiative  Program  authorized  by  Title  VII  of  CETA  be  reduced  by 
48%  to  $154.4  million.    The  Committee's  proposal  assumes  program  reductions  of 
roughly  28%,  which  are  to  be  supplemented  by  additional  savings  in  federal  expen- 
ditures obtained  through  the  establishment  of  a  sliding  scale,  non-federal  funding 
match,  requiring  various  prime  sponsor  contribution  levels  in  inverse  proportion 
to  the  local  unemployment  rate  identical  to  the  match  requirement  under  Title  II- 
A,B,C. 
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Funding  for  Title  VIII  of  CETA,  the  Young  Adult  Conservation  Corps,  is 
eliminated  in  F.Y.  1982  under  the  Committee's  recommendations.    This  program 
is  not  targeted  by  income  and  is  currently  in  the  process  of  being  phased  out. 

The  Committee  further  recommends  that  the  amount  of  funds  available  to  the 
Employment  and  Training  Administration  for  program  administration  be  reduced  by 
$56.9  million,  or  59%.    The  amount  of  this  reduction  is  in  direct  correlation  to 
the  proportion  by  which  the  total  CETA  program  is  reduced  by  the  Committee's 
reconciliation  recommendations. 

Youth  Conservation  Corps  Act 

The  Committee  additionally  recommends  elimination  of  funds  for  activities 
authorized  by  the  Youth  Conservation  Corps  Act  of  1970,  currently  administered 
by  the  Departments  of  Interior  and  Agriculture. 

Work  Incentive  Program  (WIN) 

The  Committee  reduced  the  amount  of  funds  available  for  the  WIN  program  by 
8%  by  eliminating  funds  for  public  service  employment  for  welfare  recipients. 
In  F.Y.  1980,  states  spent  $28  million  on  public  service  employment  under  the 
WIN  program.    The  Committee  intends  that  the  proposed  budget  reduction  be  accom- 
plished by  deleting  the  funds  available  for  carrying  out  the  public  service 
employment  program  under  Section  432(b)(3),  thereby  requiring  that  the  remaining 
funds  under  this  provision  be  directed  to  on-the-job  training.    The  Committee 
estimates  that  the  elimination  of  funds  for  the  PSE  program  would  result  in  a 
savings  of  $30  million  in  fiscal  year  1982. 

Fiscal  Years  1983  and  1984 

Authorizations  for  CETA  for  fiscal  years  1983  and  1984  reflect  the  policy 
of  the  Committee  established  in  the  funding  levels  for  fiscal  year  1982.  In 
order  to  achieve  these  reductions,  authority  for  the  Comprehensive  Employment 
and  Training  Act  is  extended  through  fiscal  years  1983  and  1984. 
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COMPREHENSIVE  OLDER  AMERICANS  ACT  OF  1978 

Title  II  of  the  Comprehensive  Older  Americans  Act  Amendments  of  1978, 
also  known  as  the  1981  White  House  Conference  on  Aging  Act,  provides  the 
President  with  the  authority  to  convene  a  White  House  Conference  on  Aging 
in  1981.     Such  a  conference  is  now  scheduled  for  December  of  1981. 

The  committee  hill  would  reduce  the  appropriation  by  $1.4  million  for  fiscal 
year  1982,  allowing  $1.6  million  to  hold  the  conference,   submit  a  final 
report  to  the  President,   and  transmit  recommendations  to  the  Congress. 

NATIONAL  OLDER  AMERICANS  VOLUNTEER  PROGRAMS 

The  committee  bill  would  limit  the  total  amount  of  appropriations 
for  fiscal  year  1982  to  carry  out  the  National  Older  Americans  Volunteer 
Programs  —  Foster  Grandparents,  Senior  Companions,   and  the  Retired  Senior 
Volunteer  Programs  (RSVP)  —  to  $88,900,000.     Foster  Grandparents  would  be 
apportioned  $47,480,000;  Senior  Companions  $10,620,000;  and,  RSVP  $30,800,000. 

Since  the  Older  Americans  Volunteer  Programs  would  expire  in  fiscal  year 
1981,  the  committee  bill  also  extends  and  reauthorizes "those  programs  for  an 
additional  three  years.     The  simple  extension  of  these  programs  reflects  a 
favorable  assessment  by  the  committee  of  the  manner  in  which  these  programs 
have  been  implemented.     The  committee  believes  that  any  areas  of  concern 
regarding  program  administration  can  be  addressed  through  policy  shifts  which 
do  not  require  amendment  to  the  statute  itself. 

For  the  purposes  of  the  Foster  Grandparent  Program  and  section  211(a) 
of  the  Domestic  Volunteer  Services  Act,  it  is  the  committee's  intent  that 
the  terms  "special  needs"  and  "exceptional  needs"  be  interpreted  broadly  so 
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as  to  permit  Foster  Grandparents  to  serve  children  who  have  needs  stemming 
from  economic,  cultural,  or  environmental  disadvantages.     The  committee 
encourages  the  joint  sponsorship  of  Foster  Grandparent  and  Senior  Companion 
programs  under  a  single  sponsor,  with  but  one  director,  where  such  an  arrange- 
ment would  achieve  savings  in  administrative  costs  without  impairing  program 
effectiveness  or  administrative  efficiency.     Information  supplied  to  the 
committee  indicates  that  joint  sponsorship  would  be  possible  under  such 
conditions  in  localities  where  the  number  of  volunteers  enrolled  in  the 
two  programs  is  relatively  small.     This  should  not  be  read  to  infer  any 
diminution  in  support  for  the  maintenance  of  the  two  programs'  separate 
identities. 


ECONOMIC  OPPORTUNITY  ACT  OF  1964 


The  committee  bill  limits  the  appropriation  for  programs  under 
the  Economic  Opportunity  Act  administered  by  the  Community  Services 
Administration  (CSA)  to  $406,100,000  for  each  of  the  fiscal  years  1982, 

1983,  and  1984.     Of  this  amount,  Title  I  —  Research  and  Demonstration  — 
is  allotted  $4,000,000;  Title  II  —  Urban  and  Rural  Community  Action 
Programs  —  is  allotted  $335,150,000;  Title  III  —  Special  Programs  to 
Combat  Poverty  in  Rural  Areas  —  is  allotted  $2,000,000;  Title  IV  — 
Assistance  for  Migrants  and  Other  Seasonally  Employed  Farmworkers  and 
Their  Families  —  is  allotted  $2,000,000;  Title  VI  —  Administration  and 
Coordination  —  is  allotted  $29,200,000;  Title  VII  —  Community  Economic 
Development  —  is  allotted  $32,000,000;  and  Title  IX  —  Evaluation  —  is 
allotted  $750,000. 

Title  VIII  of  the  Economic  Opportunity  Act,  Programs  for  Native 
Americans,  is  administered  by  the  Department  of  Health  and  Human  Services. 
The  committee  bill  would  limit  the  total  amount  of  appropriations  for 
Title  VIII  programs  to  $29,300,000  for  each  of  fiscal,  years  1982,  1983,  an 
1984. 

Title  V  of  the  Economic  Opportunity  Act  provides  for  Head  Start  and 
Follow  Through.     The  total  appropriations  for  Head  Start,  Part  A  of  Title 
would  be  limited  to   $950,000,000  for  each  of  the  fiscal  years  1982,  1983, 
and  1984..    The  appropriation  for  fiscal  year  1981  was  $820,000,000.  The 
committee  bill  would  limit  the  appropriation  for  Follow  Through,  Part  B 
of  Title  V,  to  $26,300,000  for  each  of  the  fiscal  years  1982,  1983,  and 

1984.  The  appropriation  for  fiscal  year  1981  was  $44,300,000. 

(221) 
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Since  the  Economic  Opportunity  Act  would  expire  in  fiscal  year  1981, 
the  committee  bill  would  also  extend  and  reauthorize  these  programs  for 
an  additional  three  years     (with  the  exception  of  Title  V  which  would  be 
reauthorized  for  five  additional  years),  as  reported  by  the  committee  in 
H.R.  3045  and  described  in  House  Report  97-69,  the  applicable  text  of 
which  follows: 
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AUTHORIZATION  OF  APPROPRIATIONS 

H.R.  3045  would  extend  all  titles  of  the  Economic  Opportunity  Act, 
with  the  exception  of  Title  V,  for  three  additional  years.  Title  V, 
which  provides  for  Head  Start  and  Follow  Through,  is  extended  for 
five  years. 

While  seeking  to  strengthen  and  maintain  programs  provided  for 
by  the  Act,  the  committee  does  recognize  the  need  for  fiscal  responsi- 
bility. With  this  in  mind,  authorization  levels  for  those  programs  op- 
erated by  the  Community  Services  Administration  are  reduced  by  12 
percent  from  what  was  initially  requested  for  fiscal  year  1982  by  the 
Carter  Administration.  Research  authority  throughout  the  Act  has 
been  consolidated  into  Title  I,  Federal  discretionary  allotments  for 
Title  II  reduced  from  20  percent  to  5  percent,  and  other  cost-saving 
provisions  made  so  that  these  reductions  will  not  adversely  affect  State 
and  local  activities.  Title  V  and  Title  VIII  are  reauthorized  at  levels 
approved  by  both  the  Carter  and  Reagan  Administrations. 

TITLE  I — RESEARCH  AND  DEMONSTRATION 

The  committee  bill  proposes  to  consolidate  all  research  and  pilot 
project  authority  in  the  Act  into  Title  I.  While  Title  I  has  historically 
been  the  title  authorizing  research  and  pilot  projects,  separate  and 
uncoordinated  research  authorities  existed  in  other  titles  of  the  Act 
which  were  under  the  jurisdiction  of  the  Director  of  the  Community 
Services  Administration  (CSA).  Specifically  these  authorities  were 
found  in  section  232  of  Title  II,  section  746(b)  of  Title  VII,  and  else- 
where in  those  two  titles.  Through  this  consolidation,  the  committee 
intends  to  avoid  duplication,  promote  efficiency,  and  increase  the  flow 
of  Title  II  and  Title  VII  assistance  to  programs  at  the  State  and 
local  level. 

The  only  additional  authority  given  the  Director  of  CSA  with  re- 
gard to  the  development  of  pilot  projects  is  found  in  section  102(e)  (5) 
of  the  committee  bill.  Therein,  the  Director  is  authorized,  though  not 
mandated,  to  develop  and  carry  out  projects  which  are  designed  to 
strengthen  and  maintain  the  low-income  family  unit. 

As  an  added  efficiency  measure,  the  committee  bill  proposes  that  all 
descriptions  of  plans,  activities,  results,  and  benefits  undertaken 
through  Title  I  be  a  part  of  the  annual  report  required  in  section  607 
instead  of  being  submitted  as  a  separate  report  document.  The  com- 
mittee bill  extends  Title  I  activities  for  three  additional  years  with 
$5,500,000  for  fiscal  year  1982,  and  such  sums  as  may  be  necessary  for 
fiscal  years  1983  and  1984.  This  represents  a  decrease  from  the 
$8,000,000  authorized  for  fiscal  year  1981. 
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TITLE  II  URBAN   AND  RURAL  COMMUNITY  ACTION  PROGRAMS 

Statement  of  Purpose 

In  acknowledgement  of  the  fact  that  nearly  eight  out  of  ten  poor 
people  are  women  and  children  and  that  nearly  half  are  under  twenty- 
one  years  of  age,  H.R.  3045  seeks  to  emphasize  throughout  the  Act 
the  importance  of  strengthening  and  maintaining  the  low-income 
family.  Thus,  the  committee  bill  would  add,  as  a  new  purpose  for 
Title  II  activities,  the  strengthening  and  support  of  the  low-income 
f  amily  unit. 

Part  A — Community  Action  Agencies  and  Programs 

Designation  of  Community  Action  Agencies 

H.R.  3045  makes  a  clarifying  amendment  to  section  210(a)  to  distin- 
guish recognition  of  a  community  action  agency  by  a  State  or  local 
government  from  designation  of  a  community  action  agency  by  the 
Director  of  the  Community  Services  Administration.  Currently  the 
Act  refers  to  both  functions  interchangeably.  The  two  terms  are  not 
viewed  by  the  committee  bill  as  coincidental ;  recognition  by  the  State 
or  political  subdivision  or  combination  of  such  subdivisions  should 
precede  designation  by  the  Director  of  CSA.  Recognition  should  be  no 
guarantee  of  final  designation.  Following  recognition  by  a  State,  local 
government,  or  Indian  tribe,  the  Director  should  determine  that  the 
recognized  agency  meets  legislative  and  administrative  requirements 
before  designation  takes  effect. 

With  regard  to  the  participation  of  Indian  Tribal  governments  in 
the  activities  specified  in  sections  210  and  221,  the  committee  would 
like  to  emphasize  that  it  is  the  clear  intent  of  Congress,  and  has  been 
since  the  Community  Services  Administration  was  established  in  1974. 
for  Indian  tribal  governments  to  be  eligible  for  section  221  local  initia- 
tive funding  and  for  section  210  recognition  and  designation  as  com- 
munity action  agencies.  The  committee  is  aware  of  little  effort  on  the 
part  of  the  Community  Services  Administration  to  comply  with  that 
intent.  To  the  committee's  knowledge,  little  or  no  local  initiative 
money  appropriated  since  1975,  designed  for  community  action  pro- 
gram expansion  into  counties  without  such  programs,  has  been  used  to 
fund  Indian  community  action  agencies.  It  is  the  committee's  plan, 
in  future  oversight  hearings,  to  directly  address  this  problem. 

Part  B — Financial  Assistance  to  Community  Programs  and 
Related  Activities 

General  Provisions  for  Financial  Assistance 

The  committee  bill  makes  a  clarifying  amendment  to  section  221  (a) 
of  the  Act  to  clarify  that  participants  iri  programs  receiving  financial 
assistance  under  Title  II  should  include  the  elderly  poor  and  individ- 
uals receiving  supplemental  security  income  under  Title  XVI  of  the 
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Social  Security  Act  (SSI).  This  clarification  results  from  information 
provided  during  committee  oversight  which  described  instances  in 
which  some  older  individuals  were  denied  services  from  programs 
funded  by  Title  II  because  the  SSI  benefits  provided  them  by  their 
State  placed  them  slightly  above  the  poverty  level. 

In  order  for  individuals  to  qualify  for  SSI  benefits,  they  must  be 
elderly  or  disabled  and  low-incomed.  They,  in  effect,  must  be  among 
the  elderly  poor  to  receive  benefits.  The  committee  intends  that  they  be 
included  among  the  elderly  and  included  as  participants  in  Title  II 
programming.  The  committee  does  not  believe  that  States  who  are 
willing  to  pay  higher  benefits  to  these  individuals  to  place  them  above 
the  poverty  level  should  be  penalized  for  that  action  by  having  their 
elderly  poor  residents  disqualified  from  Title  II  services. 

Special  Programs  and  Assistance 

H.R.  3045  adds  two  new  special  program  authorities  under  the 
provisions  of  section  222.  One  change  provides  for  a  national  energy 
laboratory  as  part  of  the  existing  Emergency  Energy  Conservation 
Services  program.  This  laboratory  would  be  known  as  the  National 
Center  for  Appropriate  Technology.  The  Center  is  intended  to  oper- 
ate as  a  private,  nonprofit  organization  and  shall  direct  its  activity  for 
the  primary  purpose  of  meeting  the  needs  of  low-income  individuals 
and  community  groups  and  shall  be  available  as  a  resource  to  Fed- 
eral, State,  and  local  agencies. 

The  National  Center  for  Appropriate  Technology  (NCAT)  has  been 
funded  through  CSA  since  1976.  In  1980  and  1981,  Congress  specifi- 
cally included  NCAT  in  the  CSA  Appropriations  bill  in  order  to  sub- 
stantiate strong  Congressional  interest  in  its  efforts  to  research,  de- 
velop, and  demonstrate  appropriate  technologies  and  to  extend  the 
benefits  of  its  work  to  low-income  individuals  and  low-income  com- 
munity groups. 

The  committee  is  acutely  aware  of  the  problems  and  needs  of  those 
citizens  who  are  truly  priced  out  of  the  markets  for  energy,  housing, 
and  food  by  rising  costs  due  primarily  to  inflation  in  energy  costs. 
The  national  laboratory  envisioned  by  the  committee  bill  is  intended 
to  be  at  the  forefront  of  efforts  to  search  for  technologies  that  reduce 
the  need  for  Federal  dollars  by  making  low-income  individuals  more 
self-sufficient  and  encouraging  the  substitution  of  local,  community 
initiatives  for  Federal  government  directives. 

The  committee's  authorization  of  NCAT  as  a  national  laboratory 
is  intended  to  demonstrate  Congressional  commitment  to  appropriate 
technology  and  its  role  in  helping  this  Nation's  poor.  It  is  also  in- 
tended to  ensure  that  facilities  and  ennipment  already  consolidated 
by  the  Federal  government  through  NCAT  have  a  long-term  appli- 
cability to  low-income  energy  issues  in  a  sound,  technical  manner.  The 
committee  further  notes  that,  in  providing  a  resource  to  Federal, 
State,  and  local  agencies,  NCAT  should  also  be  involved  throughout 
the  CSA  program  wherever  program  purposes  of  the  Act  coincide. 
The  committee  also  intends  that  coordinative  arrangements  should 
exist  between  NCAT  and  the  Office  of  Small-scale  Technology  and 
the  Department  of  Energy. 

The  committee  recognizes  that  the  Crisis  Intervention  Program  as 
outlined  in  Section  222(a)  (5)  is  designed  to  provide  assistance  to  low- 
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income  persons  in  the  event  of  an  emergency  which  shall  not  only  in- 
clude heating-degree  days  but  also  emergencies  associated  with  warm 
weather  climate.  The  Community  Services  Administration  cannot  set 
up  a  formula  that  makes  it  impossible  by  its  terms  for  any  legally 
eligible  participant  to  receive  its  share  of  the  available  funds. 

A  new  special  program  authority  added  by  H.R.  3045  is  the  Youth 
and  Family  Development  program.  Its  primary  purpose  is  to  develop 
approaches  to  strengthen  and  maintain  low-income  families  and  assist 
economically  disadvantaged  children  and  youth.  The  Director  of  CSA 
may  make  grants  available  under  this  new  authority  to  community 
action  agencies  or  other  community-based  public  or  private  nonprofit 
agencies. 

Allotment  of  Funds 

H.R.  3045  reduces  the  proportion  of  the  Director's  discretionary 
allotment  from  20  percent  to  5  percent.  Under  current  law,  the  Di- 
rector can  reserve  as  much  as  one-fifth  of  the  total  Title  II  appropri- 
ation for  such  purposes  as  the  Director  may  prescribe.  For  fiscal  year 
1981,  that  could  have  amounted  to  over  $85  million.  It  is  the  com- 
mittee's intent  that  those  funds  accounted  for  through  the  reduction 
in  the  Federal  discretionary  allotment  be  allotted  among  the  States, 
according  to  the  latest  available  data,  so  that  equal  proportions  are 
distributed  on  the  basis  of  (1)  the  relative  number  of  public  assist- 
ance recipients  in  each  State  as  compared  to  all  States.  (2)  the  rela- 
tive number  of  unemployed  persons  in  each  State  as  compared  to 
all  States,  and  (3)  the  relative  number  of  related  children  living  with 
families  with  incomes  below  the  poverty  line  in  each  State  as  com- 
pared to  all  States.  The  committee  bill  would  further  direct  the  Di- 
rector of  CSA  to  utilize  the  criteria  of  poverty  used  by  the  Bureau 
of  the  Census  in  compiling  the  1980  decennial  census. 

Design  and  Planning  Assistance  Programs 

In  deleting  authority  for  Design  and  Planning  Assistance  Pro- 
grams, H.R.  3045  would  remove  a  section  that  has  not  been  utilized 
in  recent  years.  The  committee  does  not  disagree  with  the  activities 
described  in  section  226,  nor  is  the  intention  of  the  committee  to  sug- 
gest that  technical  assistance  and  professional  architectural  and  re- 
lated services  relating  to  housing,  neighboi'hood  facilities,  transpor- 
tation and  other  aspects  of  community  planning  and  'development 
should  not  be  provided  where  appropriate  in  other  sections  of  the  Act 
to  persons  and  community  organizations  or  groups  not  otherwise  able 
to  afford  such  assistance  through  appropriate  consultant  contracts. 

Part  C — Supplemental  Programs  and  Activities 

Demonstration  Community  Partnership  Agreements 

The  committee  bill  would  delete  authority  for  section  235  of  the 
Act  in  accordance  with  the  consolidation  of  research,  demonstration, 
and  pilot  projects  into  Title  I. 

Part  D — General  and  Technical  Provisions 

Special  Limitations  < 

Under  existing  law,  funds  seem  to  be  made  available  not  only  to 
reimburse  actual  expenses  connected  with  attending  meetings  of  com- 
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munity  action  agency  governing  boards  or  neighborhood  councils  or 
committees  but  to  provide  "allowances"  for  attendance  as  well.  H.R. 
3045  would  discontinue  the  authority  to  provide  that  allowance  while 
continuing  to  provide  reimbursement  of  actual  expenses. 

The  committee  recognizes  that  the  actual  cost  of  attending  com- 
munity meetings  can  be  disproportionately  heavy  on  low-income  par- 
ticipants and  fully  intends  that  they  be  reimbursed  for  expenses  to 
encourage  their  full  participation.  The  committee,  on  the  other  hand, 
does  not  believe  that  participants  on  neighborhood  boards  should  be 
paid  to  participate.  The  committee  does  not  intend  that  current  prac- 
tice be  changed  with  regard  to  the  reimbursement  of  actual  expenses 
for  Federal,  State,  or  local  government  employees  or  employees  for 
community  action  agencies. 

H.R.  3045  updates  the  per  annum  limit  on  community  action  program 
employee  salaries  from  $18,000  per  year  to  $22,275  to  account  for  infla- 
tion over  the  past  three  years  while  still  maintaining  the  provision's 
original  intent.  The  current  $18,000  limitation  on  community  action 
agency  (CAA)  salaries  requires  a  waiver  every  time  a  step  increase  or 
cost-of-living  raise  is  made  for  those  persons  receiving  more  than 
$18,000  a  year.  The  committee  believes  the  current  $18,000  limit  is  out 
of  date  and  that  its  retention  without  reference  to  inflation,  will  cause 
undue  paperwork  and  administrative  costs.  The  committee  bill  should 
reduce  a  number  of  required  waivers. 

Authorization  and  Appropriations 

Title  II  is  reauthorized  for  three  additional  years  at  $397,200,000  for 
fiscal  year  1982,  and  such  sums  as  may  be  necessary  for  fiscal  years  1983 
and  1984.  This  level  of  authorization  for  fiscal  year  1982  would  require 
a  12  percent  cut  from  levels  appropriated  for  fiscal  year  1981. 

TITLE  III — SPECIAL  PROGRAMS  TO  COMBAT  POVERTY  IN  RURAL  AREAS 

The  committee  bill  would  extend  Title  III  activities  for  three  addi- 
tional years  with  $3,000,000  authorized  for  fiscal  year  1982,  and  such 
sums  as  may  be  necessary  for  fiscal  year  1983  and  fiscal  year  1984.  This 
is  a  decrease  from  the  $7,000,000  authorized  for  fiscal  year  1981.  No 
change  in  program  direction  or  program  authority  is  proposed. 

TITLE  TV — ASSISTANCE  FOR  MIGRANT  AND  OTHER  SEASONALLY  EMPLOYED 
FARMWORKERS  AND  THEIR  FAMILIES 

The  committee  bill  would  extend  Title  IV  program  for  three  addi- 
tional years  at  $3,000,000  for  fiscal  year  1982  and  such  sums  as  may  be 
necessary  for  each  of  the  fiscal  years  1983  and  1984.  This  is  a  decrease 
from  the  $8,000,000  authorized  for  fiscal  year  1981.  Little  program 
direction  change  is  proposed  other  than  requiring  program  coordina- 
tion for  programs  under  this  title  with  the  Office  of  Economic  Develop- 
ment in  addition  to  other  Federal  programs. 

While  not  addressing  the  issue  specifically  in  the  committee  bill, 
during  hearings  on  H.R.  3045,  the  committee  was  informed  as  to  the 
importance  of  the  Farmworker  Community  Food  and  Nutrition  Con- 
duit and  the  Energy  Conduit  delivery  systems  in  meeting  the  energy 
and  food  needs  of  the  migrant  and  seasonal  farmworker  population. 
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The  committee  would  urge  that,  whenever  possible,  the  Director  utilize 
these  delivery  systems.  The  Conduits  operate  outside  State  boundaries 
and  are  thus  able  to  meet  the  interstate  needs  of  migrants  and  seasonal 
farmworkers.  They  have  placed  an  emphasis  on  self-sufficiency  projects 
and  have  established  projects  which  help  people  gain  economic 
independence. 

TITLE  V  HEAD  START  AXD  FOLLOW  THROUGH 

Part  A — Head  Start  Programs 

Authorization  of  Appropriations 

The  committee  bill  extends  the  Head  Start  program  for  five  years 
with  an  authorization  of  $950,000,000  for  fiscal  year  1982,  and  such 
sums  as  may  be  necessary  for  each,  of  the  fiscal  years  1983,  1984,  1985, 
and  1986.  In  so  doing,  the  committee  acknowledges  a  program  that  has 
had  a  proven  'positive  impact  on  the  lives  of  millions  of  low-income 
children  and,  at  the  same  time,  may  well  have  paid  for  itself  by  re- 
ducing the  need  for  State  and  local  tax-supported  services  later  in  a 
child's  life.  The  committee  notes  with  regret,  however,  that  even  while 
this  authorization  provides,  with  bipartisan  approval,  for  an  appro- 
priation that  will  be  the  highest  in  the  history  of  the  program,  four  of 
five  eligible  low-income  children  must  remain  unserved. 

Allotment  of  Funds,  Limitations  of  Assistance 

H.R.  3045  proposes  a  change  with  regard  to  cost-of-living  adjust- 
ments made  with  respect  to  Indian  and  migrant  Head  Start  programs. 
The  proposed  change  amends  section  513(a)  (3)  (A). (i)  (II)  to  re- 
quire that  Indian  and  migrant  Head  Start  program  funding  should  be 
increased  or  decreased  to  the  same  extent  that  overall  appropriations 
for  Head  Start  are  increased  or  decreased  except  that  in  no  instance 
would  funding  be  increased  by  an  amount  greater  than  that  suggested 
by  the  Consumer  Price  Index.  This  amendment  reflects  the  position 
of  the  Administration  and  would  prevent  Indian  and  migrant  Head 
Start,  programs  from  receiving  disproportionate  increases  in  the  event 
that  overall  Head  Start  funding  should  substantially  be  reduced. 

Designation  of  Head  Start  Agencies 

H.R.  3045  proposes  clarifications  with  regard  to  the  designation  of 
Head  Start  agencies  which  give  priority  in  such  designation  to  exist- 
ing grantees  with  the  aim  of  promoting  program  stability.  Section 
514(c)  of  the  existing  legislation  requires  that  the  Secretary  give  pri- 
ority in  the  designation  of  Head  Start  agencies  to  agencies  receiving 
funds  on  the  date  of  enactment  of  the  Act.  The  committee  believes 
that  this  provision  has  promoted  stability,  programmatic  expertise, 
and  administrative  competence  and  further  believes  that  this  provi- 
sion should  be  continued. 

The  committee  does  note  with  concern,  however,  that  a  considerable 
number  of  Head  Start  grantees  at  the  local  level  are  community  action 
agencies  which  could  lose  Federal  support  in  the  future.  In  many  of 
these  same  communities,  the  Head  Start  program  is  either  actually 
administered  by  a  delegate  agency  or  is  administered  on  a  semi-auton- 
omous basis  by  a  Head  Start  director  and  policy  council.  If  the  Secre- 
tary determines  that  a  local  community  action  agency  is  no  longer  an 
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appropriate  Head  Start  grantee  because  of  loss  of  Federal  funding, 
then  the  priority  in  the  designation  of  the  Head  Start  agency  in  that 
local  community  should  go  to  either  the  current  delegate  agency  or  the 
current  Head  Start  director  and  policy  council  or  some  combination 
thereof  in  accordance  with  sections  514  and  515. 

The  committee's  intent  is  to  ensure  continuity  in  the  administration 
of  the  Head  Start  program  in  local  communities  and  to  give  priority 
to  those  staff  and  parents  who  are  currently  administering  Head  Start 
in  their  local  communities.  In  this  manner,  the  committee  believes  that 
the  emphasis  on  parental  involvement,  the  provision  of  comprehensive 
services,  the  local  control  of  the  program,  and  the  existing  administra- 
tive expertise  that  have  made  Head  Start  so  successful  will  be 
maintained. 

Except  as  may  be  necessary  to  carry  out  the  purposes  of  these  provi- 
sions, it  is  not  the  intent  of  the  Committee  to  encourage  the  creation 
of  numerous  smaller  grantees.  Rather,  the  intent  of  the  committee  is 
to  promote  continuity  in  the  administration  of  Head  Start  programs 
at  the  local  level  and  to  give  priority  to  organizational  arrangements 
that  reflect  the  current  situations  and  meet  the  needs  of  the  local 
community. 

Part  B — Follow  Through  Programs 

Follow  Through  Programs  are  reauthorized  for  five  additional 
years  with  $34,500,000  authorized  for  fiscal  year  1982,  and  such  sums 
as  may  be  necessary  for  each  of  the  fiscal  years  1983,  1984,  1985,  and 
1986. 

TITLE  VI  ADMINISTRATION  AND  COORDINATION 

National  Advisory  Council  on  Economic  Opportunity 

The  committee  bill  removes  authorization  and  earmarking  of  funds 
for  the  National  Advisory  Council  on  Economic  Opportunity.  It  is  the 
intent  of  the  Committee  that  those  sums  previously  earmarked  in 
Title  VI  for  the  purposes  of  the  Council  should  be  allocated  among 
the  States  according  to  the  criteria  piovided  in  section  255(a)  for 
the  purposes  of  programs  pursuant  to  sections  221  and  222(a). 

Authorization  of  Appropriations 

m  H.R.  3045  extends  activities  authorized  by  Title  VI  for  three  addi- 
tional years  at  $36,400,000  for  fiscal  year  1982.  and  such  sums  as  may 
be  necessary  for  each  of  the  fiscal  years  1983  and  1984.  This  level  of 
authorization  for  fiscal  year  1982  would  require  a  12  percent  cut  from 
levels  appropriated  for  fiscal  year  1981. 

Transfer  of  Funds 

The  committee  bill  would  repeal  the  CSA  Director's  authority  to 
transfer  up  to  20  percent  of  an  amount  appropriated  by  Congress 
from  one  program  activity  to  another  program  area  at  the  Director's 
discretion.  The  committee  believes  this  provision  in  existing  law  gives 
the  Director  of  CSA  authority  to  circumvent  the  intent  of  the  Con- 
gressional appropriation  process  and  could  be  open  to  abuse  in  that 
regard.  The  committee  is  aware  of  instances  during  the  previous 
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Administration  when  such  abuse  was  threatened  and  believes  the  door 
should  be  closed  to  possible  abuse  in  the  future. 

Fiscal  Responsibility  and  Audit 

The  committee  bill  would  expand  fiscal  responsibility  and  audit 
procedures  currently  required  of  Title  II  grantees  to  cover  grantees 
under  Titles  I,  III,  IV,  VI,  and  VII  as  well.  The  Committee  believes 
that  all  CSA  grantees  should  have  sound  fiscal  capability  and  that 
the  government  should  be  able  to  seek  recovery  funds  that  are  mis- 
spent. The  provisions  of  H.R.  3045  should  provide  assurances  that 
such  conditions  exist. 

TITLE  VII  COMMUNITY  ECONOMIC  DEVELOPMENT 

Authorization  of  Appropriations 

H.R.  3045  amends  Title  VII  and  authorizes  it  for  fiscal  vears  1982, 
1983  and  1984.  Appropriations  could  not  exceed  $39,000,000  for  any 
fiscal  year.  This  level  of  authorization  for  fiscal  year  1982  would 
require  a  12  percent  cut  from  levels  appropriated  for  fiscal  year  1981. 

Safeguards  Against  Unfair  Competition  With  Private  Sector 

Businesses 

Section  713  of  the  existing  law  prohibits  the  Director  from  pro- 
viding financial  assistance  for  any  community  economic  development 
program  unless  the  Director  determines,  among  other  things,  that 
"the  applicant  h  fulfilling  or  will  fulfill  a  7ieed  far  services,  supplies 
or  facilities  which  is  otherwise  not  being  met;"  that  the  programs 
will,  "to  the  maximum  feasible  extent,"  be  located  in  the  areas  served, 
projects  will  be  planned  and  carried  out  with  all  possible  participa- 
tion of  resident  or  local  businessmen  and  uthe  program  will  not  result 
in  the  displacement  of  employed  workers  or  impair  existing  contracts 
for  services,  or  result  in  the  substitution  of  Federal  or  other  funds  in 
connection  loith  work  that  would  otherwise  be  performed;".  (Empha- 
sis supplied.) 

To  further  assure  that  Federal  funds  for  programs  under  Title  VII 
will  not  have  a  substantial  and  negative  impact  on  existing  similar 
private  businesses  already  operative  in  the  impact  area,  the  committee 
has  added  new  language  to  sections  711  and  713. 

Section  711  contains  the  statement  of  purpose  for  Urban  and  Rural 
Special  Impact  Programs.  Four  specified  objectives  for  community 
development  corporations  are  set  forth.  The  committee  amendment 
adds  a  fifth  as  follows,  aare  designed  to  operate  in  communities  with 
high  concentrations  of  low  income  persons  without  utilizing  funds 
received  under  this  title  for  establishing  an  unfair  competitive 
advantage  over  private  sector  businesses  operating  in  the  same 
community;" 

Section  713(a)  (6)  is  amended  to  require  all  projects  to  be  located 
in  the  areas  served.  Section  713  is  further  amended  to  preclude  the 
Director  from  providing  financial  assistance  for  any  community  eco- 
nomic development  program  unless  he  determines  that  the  project 
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will  promote  the  development  of  entrepreneurial  and  management 
skills  and  the  OAvnership  or  the  participation  of  ownership  of  assisted 
businesses  and  housing,  cooperatively  or  otherwise,  by  residents  of 
the  areas  served. 

Section  713(a)  (10)  is  strengthened  to  further  assure  that  programs 
funded  will  not  have  a  substantial  and  negative  impact  on  existing 
private  businesses  in  the  impact  area. 

A  new  paragraph  is  added  to  section  713  to  preclude  the  financing 
of  a  project  if  there  are  already  competing  businesses  within  the  area 
providing  similar  or  duplicative  services  to  that  of  the  proposed 
community  development  project. 

The  committee  bill  would  also  add  a  new  sentence  to  section  714 
with  regard  to  the  Federal  share  requirements.  This  new  sentence 
would  provide  that  the  Federal  Government  also  retains  the  right  to 
seek  recovery  of  such  assets  if  the  Director  of  CSA  determines  that 
the  grantee  has  utilized  such  assets  in  a  manner  substantially  incon- 
sistent with  this  Act.  The  committee,  through  this  amendment,  intends 
to  emphasize  that  the  Federal  Government  does  have  the  right  to 
protect  its  investment  in  assistance  to  community  development  cor- 
porations. However,  the  committee  does  not  intend  to  imply  that  the 
Federal  Government,  by  advancing  such  financial  assistance  to  com- 
munity development  corporations,  thereby  acquires  a  lien  on  the  assets 
of  such  corporations. 

Management  Capability  Requirements 

H.R.  3045  would  make  a  number  of  changes  intended  to  increase  the 
management  capability  of  Title  VII  programs.  Changes  to  section 
704(b)  would  charge  the  National  Advisory  Community  Investment 
Board  with  the  additional  mandate  of  advising  the  Director  of  CSA 
regarding  the  development  of  management  capability  standards  for 
use  in  community  development  corporations. 

In  addition  to  the  National  Advisory  Community  Investment  Board, 
each  community  development  corporation  may  also  establish  an  ad- 
visory community  investment  board  composed  of  not  more  than  15 
members.  The  committee  bill  would  require,  as  an  additional  charge 
to  the  advisory  board,  that  they  advise  the  governing  body  regarding 
the  development  of  management  capability  standards  for  use  in  com- 
munity development  corporation. 

The  committee  bill  would  make  additional  clarifications  to  the  pur- 
pose of  urban  and  rural  special  impact  programs  with  regard  to  im- 
proved management  capability.  The  bill  would  clarify  that  a  purpose 
of  the  special  impact  program  is  to  establish  special  programs  of 
assistance  which  hold  forth  the  prospect  of  continuing  to  have  impact 
after  the  termination  of  financial  assistance  under  this  part  through 
the  establishment  of  such  programs  based  upon  sound  management 
and  financial  structures. 

With  regard  to  financial  assistance  requirements,  H.R.  3045  would 
add  two  new  paragraphs.  These  paragraphs  will  require  that  the 
Director  of  CSA  shall  not  provide  financial  assistance  for  any  com- 
munity economic  development  program  unless  the  Director  determines 
that  (1)  the  applicant  has  demonstrated  management  capabilities 
sufficient  to  create  a  probability  that  the  program  will  operate  in  a 
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manner  which  minimizes  the  prospect  of  financial  failure  of  the  pro- 
gram or  of  any  part  or  subsidiary  of  the  program;  and  (2)  the  appli- 
cant has  demonstrated  to  the  satisfaction  of  the  Director  that  adequate 
restraints  on  excessive  administrative  or  expense  accounts  are  in  place. 

Current  legislation  provides  that  financial  assistance  for  commercial 
development  cannot  be  extended  until  the  community  economic  devel- 
opment program  that  has  applied  for  assistance  lias  specified  in  some 
detail  its  development  goals  and  its  development  timetable.  Current 
law  further  requires  that  the  Director,  in  providing  continued  assist- 
ance, give  "serious  consideration"  to  how  well  the  program  has  met 
its  goals  and  timetables.  H.R.  3045  would  go  further  in  mandating 
that  any  program  which  fails  to  meet  its  timetables  simply  "because 
of  deficiencies  in  management'5  shall  not  receive  further  funding.  The 
committee  does  not  intend  that  the  cessation  of  funding  should  be  in 
mid-contract  but  rather  intends  this  new  provision  to  relate  to  deci- 
sions regarding  refunding  or  continuation.  The  committee  also  intends 
that  the  decision  not  to  refund  because  of  failure  to  meet  develop- 
mental timetables  due  simply  to  deficiencies  in  management  should  be 
made  only  after  the  program  accused  of  deficiencies  in  management 
has  had  an  opportunity  for  appropriate  appeal  of  those  charges. 

With  regard  to  limitations  on  assistance  under  the  title,  H.R.  3045 
adds  a  new  limitation.  The  committee  bill  proposes  that  no  financial 
assistance  shall  be  provided  unless  the  Director  determines  that  the 
applicant  possesses  adequate  managerial  expertise  to  operate  the  pro- 
posed project. 

With  regard  to  development  loans  to  community  economic  devel- 
opment programs,  the  committee  bill  proposes  further  assurances  of 
increased  managerial  capability  relative  loan  recipients.  H.R.  3045 
would  provide  that  no  loans,  guarantees,  or  other  financial  assistance 
shall  be  provided  through  the  development  loan  program  unless  the 
Director  determines  that  the  applicant  for  such  assistance  possesses 
adequate  managerial  expertise  to  effectively  utilize  the  loan  funds. 

TITLE  VTII — NATIVE  AMERICAN  PROGRAMS 

The  Native  American  Programs  which  are  administered  by  the 
Department  of  Health  and  Human  Services  would  be  reauthorized 
for  three  additional  years  by  the  committee  bill.  The  authorization 
level  for  fiscal  year  1982  would  be  set  at  $33,800,000  with  such  sums  as 
may  be  necessary  for  fiscal  years  1983  and  1984. 

TITLE  IX  EVALUATION 

H.R.  3045  would  authorize  $900,000  for  fiscal  year  1982,  and  such 
sums  as  may  be  necessary  for  each  of  the  fiscal  years  1983  and  1984. 
This  level  of  authorization  for  fiscal  year  1982  would  require  a  10  per- 
cent cut  from  levels  appropriated  for  fiscal  year  1981. 


OLDER  AMERICANS  ACT  OF  1965 

Section  204  of  the  Older  Americans  Act  provides  for  the  Federal 
Council  on  Aging.     The  committee  bill  would  limit  appropriations  for 
this  section  to  $700,000  for  each  of  the  fiscal  years  1982,  1983,  and 
1984.     The  appropriation  for  fiscal  year  1981  was  $600,000. 

Title  III  of  the  Older  Americans  Act  provides  for  Grants  for  State 
and  Community  Programs  on  Aging.    Part  B  of  Title  III  provides  for 
senior  centers  and  social  services.     The  senior  centers  provide  the 
facilities  and  sites  at  which  elderly  nutrition  services  are  provided. 
The  committee  bill  would  limit  the  appropriation  for  Part  B  of  Title  III 
to  $297,800,000  for  each  of  the  fiscal  years  1982,  1983,  and  1984.  Of 
this  amount,  the  committee  intends  that  $19,700,000  would  be  allotted  for 
State  Agency  activities.     The  appropriation  for  social  services  and  senior 
centers  in  fiscal  year  1981  was  $257,000,000.     The  appropriation  for  State 
Agency  activities  was  $22,700,000. 

Part  C  of  Title  III  of  the  Older  Americans  Act  provides  for  elderly 
nutrition  services.     Subpart  1  provides  for  congregate"  meals  for  the 
elderly  and  subpart  2  provides  meals  for  the  homebound  through  home-delivered 
meals.     The  committee  bill  would  limit  the  appropriation  for  subpart  1  to 
$319,100,000  for  each  of  the  fiscal  years  1982,  1983,  and  1984.     The  com- 
mittee bill  would  limit  the  appropriation  for  subpart  2  to  $55,000,000  for_ 
each  of  the  fiscal  years  1982,  1983,  and  1984.     The  appropriation  for 
subpart  1  for  fiscal  year  1981  was  $295,000,000.     The  appropriation  for 
subpart  2  was  $55,000,000  for  fiscal  year  1981. 
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Title  IV  of  the  Older  Americans  Act  provides  authority  for  Training, 
Research,  and  Discretionary  Projects  and  Programs.     The  committee  bill 
would  limit  appropriations  for  Title  IV  to  $23,000,000  for  ea.ch'of^he  fiscal  y 
1982,  1983,  and  1984.     The  appropriat  ion  for  fiscal  year  1981  was  $45,500,000, 

Title  V  of  the  Older  Americans  Act  provides  for  Community  Service 
Employment  for  Older  Americans,     This  program  is  administered  by  the 
Labor  Department,     The  committee  bill  would  limit  appropriations  for  Title  V 
to  $302,300,000  for  each  of  the  fiscal  years  1982,  1983,  and  1984.  The 
appropriation  for  fiscal  year  1981  was  $277,000,000. 

Title  VI  of  the  Older  Americans  Act  provides  for  Grants  to  Indian 
Tribes.     The  committee  bill  would  limit  appropriations  for  Title  VI  to 
$5,000,000  for  each  of  the  fiscal  years  1982,  1983,  and  1984.     The  appro- 
priation for  1981  was  $6,000,000. 

During  the  committee's  consideration  of  the  reauthorization  of  the 
Older  Americans  Act,  the  Administration  proposed  "cashing-out"  the  surplus 
food  commodities  program  located  within  the  Department  of  Agriculture  and 
authorizing  an  additional  $93  million  to  the  Administration  on  Aging  to 
become  part  of  a  proposed  Older  Americans  block  grant  program.  The 
committee  totally  rejected  the  the  block  grant  concept  and  the  subsequent 
authorization  of  additional  funds  for  the  Administration  on  Aging  to 
provide  cash  allocations  to  states  for  nutrition  and  social  services. 
The  caps  provided  in  the  bill  limit  1982,  1983,  and  1984  appropriations 
to  preclude  this  cash  allocation  of  the  $93  million  for  nutrition  and 
social  services. 
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Since  the  Older  Americans  Act  would  expire  at  the  end  of  fiscal  year 
1981,   the  committee  bill  also  extends  and  reauthorizes  those  programs  for 
three  additional  years  as  reported  by  the  committee  in  H,R,  3046  and  described 
in  House  Committee  Report  97-70,  the  applicable  text  of  which  follows: 


80-613  0-81-16 
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AUTHORIZATION  OF  ArrROPRIATlOXS 

The  committee  bill,  H.R.  3046,  proposes  to  extend  all  titles  of  the 
Older  Americans  Act  for  three  additional  years.  It  further  extends 
Older  Americans  Volunteer  Programs  administered  by  the  ACTION 
Agency  for  two  years. 

Title  II — Administration  on  Aging 

Functions  of  the  Commissioner 

H.R.  3046  proposes  throughout  the  Act  to  strengthen  and  clarify  the 
role  of  the  Commissioner  on  Aging  within  the  Department  of  Health 
and  Human  Services  (HHS).  In  line  with  the  goal  of  upgrading  the 
position  of  the  Administrator  within  HHS,  conforming  changes  are 
made  to  specify  that  section  202  address  the  specific  functions  of  the 
Commissioner  of  the  Administration  on  Aging  rather  than  the  func- 
tions of  the  Administration  on  Aging  in  general.  In  Section  201(a), 
the  Commissioner  is  directed  to  be  directly  responsible  to  the  Secretary 
of  HHS.  The  committee  bill  further  clarifies  that  the  Secretary,  in  not 
approving  any  delegation  of  the  functions  of  the  Commissioner  to 
any  other  officer  not  directly  responsible  to  the  Commissioner,  as  is 
currently  required,  shall  specifically  not  delegate  those  functions  re- 
quired of  the  Commissioner  by  section  202,  including  policymaking, 
and  programmatic,  regional,  fiscal,  administrative,  and  personnel 
responsibilities. 

These  changes  are  intended  to  clearly  delineate  the  line  of  authority 
from  the  Secretary  to  the  Commissioner.  The  committee  does  not  in- 
tend that  the  head  of  the  Office  of  Human  Development  Services  should 
have  line  authority  over  the  Commissioner.  As  further  emphasis,  H.R. 
3046  would  change  section  205(d)  of  the  Act,  as  redesignated,  to  clar- 
ify that  salaries  and  expense  funds  for  the  Administration  on  Aging 
are  to  be  appropriated  directly  for  the  Commissioner  to  administer, 
rather  than  as  a  part  of  another  departmental  official's  appropriation, 
as  is  the  current  situation. 

The  National  Information  and  Resource  Clearing  House  for  the  Aging 
The  committee  bill  strikes  authority  for  the  National  Information 
Clearing  House.  The  Celaring  House  had,  over  recent  years,  evolved 
into  little  more  than  a  computerized  bibliographic  reference  system 
useful  primarily  to  academians,  and  not  so  much  to  them  since  it  was 
reported  that  the  system  failed  to  function  during  most  of  1980  at  a 
cost  of  about  $2,000,000  per  year.  The  committee  has  no  disagreement 
with  the  original  goals  of  the  Clearing  House  and  has  in  fact  proposed 
changes  to  section  202  to  express  its  belief  that  those  goals  are  more 
properly  carried  out  as  functions  of  the  Commissioner. 
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Federal  Council  on  the  Aging 

The  committee  bill  would  make  only  a  minor  change  with  regard  to 
the  Federal  Council.  That  change  would  require  at  least  quarterly 
meetings  rather  than  "not  less  often  than  four  times  a  year"  as  is  cur- 
rently the  case.  It  is  intended  to  prevent  circumvention  of  Congres- 
sional intent  such  as  has  occurred  with  other  advisory  councils,  which 
have  met  their  requirement  to  meet  regularly  by  meeting  on  consec- 
utive days  and  calling  each  day  a  separate  meeting.  The  committee 
believes  in  citizen  input  and  believes  it  should  be  maximized  through 
regular  meetings  during  the  year. 

Contracting  and  Grant  Authority 

H.R.  3046  would  make  several  changes  in  existing  law  to  place  pri- 
vate profitmaking  organizations  or  institutions  on  equal  footing  with 
public  and  private  nonprofit  entities.  Proposed  changes  in  the  func- 
tions of  the  Commissioner  would  make  it  the  duty  of  the  Commis- 
sioner to  coordinate  planning  and  development  of  programs  for  older 
individuals  by  private  profitmaking  groups  as  well  as  public  and  pri- 
vate nonprofit  groups  as  is  currently  the  case.  It  further  adds  as  a  duty 
of  the  Commissioner  that  he  or  she  provide  information  and  assistance 
to  profitmaking  organizations  for  the  establishment  and  operation  by 
them  of  programs  and  activities  related  to  the  purposes  of  this  Act,  as 
well  as  to  public  and  private  nonprofit  groups,  as  is  currently  the  case. 

In  addition,  changes  are  proposed  to  section  212  of  the  Act  to  re- 
move an  existing  requirement  that  when  profitmaking  organizations 
are  covered  by  a  contract  for  the  purpose  of  the  Act,  such  organiza- 
tions must  demonstrate  "clear  superiority  with  respect  to  the  quality 
of  services  covered  by  such  contract."  The  committee's  intent  is  sim- 
ply to  put  profitmaking  organizations  on  equal  footing  in  contract 
negotiation — not  to  show  a  preference  for  profitmaking  organizations. 

The  conunittee  would  also  emphasize  the  importance  of  considering 
the  quality  of  service  in  any  contract  negotiation  pursuant  to  the  Act. 
Providing  quality  service  should  be  a  necessary  goal  of  all  programs 
under  the  Act.  In  human  service,  adherence  to  procedures  of  fiscal 
responsibility  should  mean  more  than  simply  letting  contracts  to  the 
lowest  bidder.  As  an  example,  profitmaking  groups  (and  for  that  mat- 
ter public  or  private  nonprofit  groups)  could  certainly  turn  in  a  lower 
bid  if  they  simply  dropped  meals  on  the  doorsteps  of  the  homebound 
elderly  rather  than  taking  the  meals  in  and  talking  to  the  individuals 
while  assessing  their  well-being.  Obviously,  the  people-to-people  con- 
tact which  has  characterized  Older  Americans  Act  programming 
should  continue  to  be  an  important  component  of  quality  sendee  and 
be  considered  in  contract  negotiation  under  the  Act. 

Concerns  were  also  expressed  during  committee  consideration  of  the 
proposed  amendment  that  situations  could  arise  in  which  large  profit- 
making  organizations  might  be  able  to  lower  prices  for  services,  sus- 
tain momentary  losses,  and  then  raise  prices  once  smaller,  private 
nonprofit  groups  which  were  underbid  were  driven  out  of  operation. 
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While  the  committee  proposes  putting  profitniaking  organizations  on 
equal  footing  with  other  private  and  public  groups  and  m  faot  encour- 
ages their  participation,  it  does  not  intend  that  these  changes  be  inter- 
preted as  encouraging  unfair  competition  on  the  part  of  profitmaking 
organizations  and  intends  that  the  Commissioner  promulgate  regula- 
tions to  prohibit  such  unfair  competition. 

Education  and  Training  Services 

H.R.  3046  would  make  a  number  of  changes  throughout  the  Act  to 
identify  education  and  training  services  as  an  important  means  of 
assisting  older  individuals.  The  proposed  changes  add  no  new  require- 
ments or  mandates  for  services.  The  references  to  education  and  train- 
ing services  are  permissive,  identifying  those  services  as  being  among 
many  social  services  which  may  be  utilized  in  meeting  the  needs  of 
older  individuals. 

Additional  changes  are  proposed,  in  light  of  the  education  and 
training  provision  of  the  Act,  designed  to  promote  more  effective 
coordination  and  consultation  among  Federal  agencies.  Title  I  of  the 
Higher  Education  Act  of  1965  and  the  Adult  Education  Act  are 
included  as  programs  substantially  related  to  the  purposes  of  the  Act. 
The  Commissioner  is  encouraged  to  advise,  consult,  and  cooperate  with 
the  heads  of  Federal  departments  or  agencies  administering  such  pro- 
grams under  current  law.  The  committee  bill  would  also  include  the 
Department  of  Education  as  one  of  a  number  of  Federal  departments 
from  which  the  Commissioner  may  request  technical  assistance  and 
cooperation  in  carrying  out  the  provisions  of  Title  III. 

Title  III — Grants  for  State  and  Community  Programs  on  Aging 

Authorization  of  Appropriations 

H.R.  3046  reauthorizes  social  services  and  nutrition  programs  under 
Title  III  for  three  additional  years  through  fiscal  year  1984  at  current 
authorization  levels  for  fiscal  year  1982  and  such  sums  as  may  be  neces- 
sary for  fiscal  years  1983  and  1984. 

Area  Plans 

The  committee  received  almost  unanimous  testimony  during  con- 
sideration of  the  proposed  legislation  to  change  the  current  provision 
of  law,  requiring  that  each  plan  submitted  by  an  area  agency  provide 
assurances  that  "at  least  50  percent"  of  funds  allocated  for  part  B 
services  be  expended  for  certain  priority  services:  access  to  services 
(transportation,  outreach,  and  information  and  referral)  ;  in  home 
services;  and  legal  services.  The  committee  continues  to  believe  that 
these  services  should  receive  priority  attention  in  the  development  of 
area  plans  but  H.R.  3046  would  strike  the  "50  percent"  requirement, 
providing  instead  that  "an  adequate  proportion"  of  the  allotted 
amount  be  expended  in  the  delivery  of  priority  services.  Criteria  for 
determining  adequacy  should  be  developed  jointly  between  area  agen- 
cies and  their  respective  States.  In  making  the  proposal,  the  committee 
intends  simply  that  States  and  localities  have  flexibility  in  determin- 
ing their  own  respective  spending  priorities.  It  is  not  the  intention  of 
the  committee  that  the  Federal  Government  substitute  another  arbi- 
trary percentage  definition  of  adequacy  to  apply  to  the  Nation  as  a 
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whole.  The  requirement  in  existing  Jaw  requiring  assurances  that  some 
funds  be  expended  for  each  priority  service  category  remains. 

State  Plans 

H.R.  3046  would  make  a  number  of  changes  relating  to  State  plans. 
The  committee  was  made  aware  during  consideration  of  the  proposed 
legislation  that  some  congregate  meal  sites  serve  residential  centers 
for  senior  adults  which  may  also  include  a  small  percentage  of  handi- 
capped or  disabled  individuals  who  are  younger  than  60  years  of  age. 
Language  in  the  current  law  limits  nutrition  services  strictly  to  indi- 
viduals aged  60  or  older  and  to  their  spouses  "While  the  committee  does 
not  believe  these  limits  are  overly  restrictive  in  general  and  does  not 
intend  to  open  nutrition  services  provided  under  the  Act  to  all  dis- 
abled and  handicapped  individuals  younger  than  60,  it  does  not  be- 
lieve that  the  law  should  be  so  restrictive  as  to  force  nutrition  meal 
sites  to  turn  away  handicapped  or  disabled  individuals  under  60  years 
of  age  who  reside  in  residential  senior  centers  at  which  congregate 
nutrition  services  are  provided  simply  because  of  their  age.  The  lan- 
guage proposed  by  H.R.  3046  is  permissive  and  should  allow  congre- 
gate meal  site  directors  to  make  appropriate  decisions.  However,  the 
committee  would  add  that  no  handicapped  or  disabled  individuals 
under  60  years  of  age  residing  in  residential  senior  centers  at  which 
congregate  meals  are  served  should  be  excluded  for  reasons  other  than 
reasons  of  age — not  race,  sex,  or  degree  of  infirmity. 

The  committee  bill  also  would  make  a  clarification  to  section  307 
(a)(13)(B)  to  specify  that  each  area  agency  shall  have  the  authority 
to  award  funds  to  organizations  to  provide  home-delivered  meals 
without  requiring  that  such  organizations  necessarily  provide  meals 
to  older  individuals  in  a  congregate  setting.  The  proposed  change  is 
intended  to  clarify  thaJt  while  it  is  the  intent  of  the  committee  that 
coordination  and  cooperation  exist  between  congregate  and  home- 
delivered  meal  providers,  it  is  not  necessary  that  home-delivered  meal 
providers  also  provide  congregate  nutrition  services.  It  is  feared  that 
many  private  nonprofit  groups  with  the  most  experience  in  providing 
home-delivered  meals,  such  as  churches  and  neighborhood  volunteer 
groups,  might  be  automatically  excluded  from  participation.  The  com- 
mittee bill  further  requires  that  each  area  agency,  in  awarding  funds 
for  home-delivered  meals  as  provided  for  in  subpart  2  of  Part  C  of 
the  Act,  give  consideration  to  organizations  which  have  demonstrated 
ability  in  providing  home-delivered  meals  efficiently  and  reasonably 
and  which  furnish  assurances  that  they  will  continue  to  solicit  volun- 
tary support  and  not  use  funds  to  supplant  funds  from  non-Federal 
sources. 

Repeatedly  during  committee  consideration,  testimony  was  heard 
to  the  effect  that  many  older  persons  who  would  benefit  from  the  con- 
gregate nutrition  program  were  prevented  from  doing  so  because  of 
lack  of  transportation  to  and  from  the  meal  site.  It  was  also  reported 
that,  because  of  the  current  restriction,  found  in  section  307(a)  (13) 
(C)  (ii),  on  spending  money  contributed  by  the  older  American  par- 
ticipants themselves  for  anything  other  than  increasing  the  number  of 
meals,  at  some  meal  sites  there  was  a  surplus  of  available  meals  be- 
cause there  was  no  money  to  transport  senior  adults  to  the  congregate 
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setting.  For  this  reason,  the  committee  would  allow  such  charges  to  be 
used  to  increase  the  number  of  meals  served  by  the  project  and  trans- 
portation costs  to  and  from  such  meals  when  the  use  of  such  charges 
for  that  purpose  is  deemed  appropriate.  The  committee  believes  that 
appropriateness  should  be  determined  by  those  responsible  for  the 
operation  of  nutrition  projects  at  which  the  charges  are  collected. 

Planning,  Coordination,  Evaluation,  and  Administration  of  State 
Plans 

H.R.  3046  would  make  a  change  in  section  308(b)  to  give  States 
additional  flexibility  with  regard  to  social  service  and  nutrition  allot- 
ments. During  consideration  of  the  bill,  the  committee  received  many 
reports  of  problems  caused  by  the  current  law's  inflexibility  with  re- 
gard to  the  intermingling  of  social  services  monies  (Part  13  of  Title 
III)  with  nutrition  monies  (Part  C  (1)  and  (2)  of  Title  III).  For 
example,  since  transportation  to  meal  sites  is  considered  a  social  serv- 
ice, some  sites  did  not  have  enough  transportaion  funds  from  Part  B 
t  o  get  as  many  older  persons  to  meal  sites  to  match  the  available  meals 
provided  through  Part.  C  (1)  and  (2). 

The  committee  bill  permits  State  and  area  agencies  on  aging  to 
transfer  funds  between  the  allotment  received  for  social  services  and 
the  two  allotments  from  nutrition  services  (congregate  and  home- 
delivered  meals).  The  transfers  may  move  in  either  direction  between 
the  allotments  but  may  not  exceed  20  percent  of  either  the  social  serv- 
ices allotment  or  the  nutrition  services  allotment.  It  is  the  committee's 
intent  to  ameliorate  the  problems  caused  by  the  inability  of  agencies 
to  provide  all  the  meals  of  which  they  are  capable  because  transpor- 
tation to  and  from  the  nutrition  sites  cannot  be  funded.  As  a  result 
of  the  amendment,  small  amounts  of  nutrition  funds  could  be  used  to 
pay  for  transportation  when  needed.  The  proposed  change  would  also 
provide  additional  flexibility  to  area  agencies  to  address  other  prob- 
lems which  might  be  specific  to  their  particular  location.  The  commit- 
tee expects  state  agencies  to  consult  regularly  with  area  agencies  on 
aging  on  this  matter,  as  is  the  present  policy. 

During  committee  consideration  of  the  bill,  Ms.  Joan  Duggan,  Di- 
rector of  Community  Services  for  the  City  of  Livonia,  Michigan 
(Wayne  County),  provided  the  Subcommittee  on  Human  Resources 
with  testimony  outlining  the  roadblocks  encountered  in  removing  a 
senior  citizen  feeding  program  accused  of  inept  and  unscrupulous 
activities.  Even  though  the  regulations  relating  to  the  "grand- 
fathered'' providers  (section  501(b)  of  Public  Law  95-478),  such  as 
the  one  discussed  by  Ms.  Duggan,  include  a  provision  on  the  removal 
of  ineffective  providers,  there  was  a  prolonged  process  involved  in 
changing  the  service  provider. 

In  addition,  there  were  even  accusations  that  criminal  activity  was 
involved  in  the  Wayne  County  contract.  Regardless  of  the  merits  of 
the  charges,  the  committee  is  concerned  about  such  situations  and 
their  effect  on  the  important  goals  of  the  senior  citizen  feeding 
program. 

Accordingly,  the  committee  encourages  local  and  state  commissions 
to  closely  monitor  the  feeding  program  providers  regularly  to  deter- 
mine that  contracted  feeding  services  are  being  provided  according  to 
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the  program  guidelines.  Further,  the  committee  recommends  that  con- 
tracts be  let  only  to  food  providers  who  have  a  proven  record  of  serv- 
ice in  offering  high  quality,  nutritious  meals  in  a  timely  and  efficient 
manner. 

Title  IV — Training,  Research,  and  Discretionary  Projects  and 

Programs 

The  committee  bill  would  repeal  Title  IV  and  rewrite  it  generally 
in  a  manner  approved  by  the  Administration  with  several  important 
modifications.  Under  H.R.  3046,  the  Commissioner  may  make  grants 
and  enter  into  contracts  for  education  and  training,  for  demonstration 
projects  (including  weatherization  activities) ,  for  long-term  care  proj- 
ects, for  mental  health  projects,  and  for  national  impact  activities 
relating  to  the  elderly.  However,  the  bill  would  not  require  the  Com- 
missioner to  undertake  a  grant  or  contract  in  any  specific  area,  nor, 
except  for  a  15  percent  limitation  on  national  impact  activities,  does 
the  bill  allocate  specific  percentages  of  funds  to  particular  activities. 

The  mental  health  projects  authority  includes  a  separate  authoriza- 
tion of  such  sums  as  may  be  necessary.  All  other  programs  under  this 
title  are  provided  for  a  single  authorization — $45,000,000  for  fiscal 
year  1982  and  such  sums  as  may  be  necessary  for  fiscal  years  1983  and 
1984.  Additionally,  Title  IV  of  the  committee  bill  strengthens  lan- 
guage in  the  current  law  requiring  that  funds  appropriated  under  this 
title  be  used  only  for  programs  specifically  authorized  by  this  title  and 
requires  that  these  activities  should  be  under  the  control  of  the  Com- 
missioner. Funds  may  not  be  obligated  for  mental  health  projects  in 
Title  IV  of  the  committee  bill  for  any  fiscal  year  if  funds  are  appro- 
priated to  carry  out  section  204  of  the  Mental  Health  Systems  Act 
for  that  fiscal  year. 

In  deleting  former  Section  423,  it  is  not  the  committee's  intent  to 
preclude  the  funding  of  legal  services  projects  which  provide  legal 
assistance  for  older  Americans.  The  committee  recognizes  that  such 
projects,  (as  those  currently  being  conducted  by  the  National  Senior 
Citizens  Law  Center  and  Legal  Counsel  for  the  Elderly  of  the  Ameri- 
cans Association  of  Retired  Persons)  have  considerable  value.  Under 
the  committee  bill  such  projects  would  be  appropriately  funded  under 
Part  B  of  Title  IV,  which  establishes  authority  to  fund  national  im- 
pact activities  and  research  and  demonstration  projects. 

Title  V — Community  Service  Employment  for  Older 
Americans 

The  committee  bill  would  continue  Title  V  activities  for  three  addi- 
tional years  at  an  authorized  level  of  $350,000,000  for  fiscal  year  1982 
and  such  sums  as  may  be  necessary  for  fiscal  years  1983  and  1984. 
Testimony  presented  during  committee  consideration  of  the  bill  indi- 
cates that  the  community  service  employment  program  is  not  only 
providing  approximately  54,000  low -income  older  Americans  with 
opportunities  for  meaningful  employment  and  much  no  --led  supple- 
mental income,  but  also  communities  across  the  Nation  "..  ih  services 
of  considerable  value  which  might  not  otherwise  be  available.  The 
committee  believes  this  program  deserves  strong,  contin  aed  support. 
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The  committee  is  increasingly  concerned  with  the  need  to  conserve 
energy  and  make  dwellings  for  senior  citizens,  who  are  more  vulner- 
able to  extremes  in  temperature  and  inflation,  more  habitable  and 
more  energy  efficient.  During  oversight  in  1980,  the  committee  heard 
testimony  regarding  the  serious  problems  caused  by  the  heat  waves  of 
that  summer  as  well  as  the  cold  snaps  of  that  winter.  The  committee 
believes  this  will  be  a  continuing  problem  as  energy  sources  become 
more  scarce  and  heating  and  cooling  costs  continue  to  rise.  The  com- 
mittee bill  would  address  this  problem  in  Title  V  by  expanding  the 
definition  of  appropriate  "community  service"  identified  in  the  title 
to  include  "weatherization  activities."  It  is  hoped  that  Title  V  project 
directors  will  give  strong  consideration  to  initiating  or  expanding 
efforts  in  this  area. 

Title  VI — Grants  to  Indian  Tribes 

H.R.  3046  would  provide  a  number  of  changes  in  Title  VI  based  on 
testimony  and  recommendations  made  in  light  of  the  brief  experience 
with  the  program  since  the  promulgation  of  regulations  in  1980  which 
finally  implemented  the  1978  amendments. 

The  committee  bill  changes  the  definition  of  Indians  to  be  served 
under  this  title  from  "60  years  of  age  or  older"  to  simply  "older 
Indians."  This  change  was  made  at  the  request  of  the  Administration 
to  provide  additional  flexibility  and  based  on  statistics  which  were 
presented  to  the  committee  which  indicated  that  the  life  span  of 
Indians  is  considerably  shorter  than  that  of  other  Americans.  For 
this  reason,  the  committee  believes  that  additional  flexibility  within 
Title  VI  may  be  warranted,  whereas  a  similar  request  for  flexibility 
in  other  sections  of  the  Act  was  explicitly  rejected  by  the  committee. 

Additional  changes  H.R,  3046  would  make,  include:  removing  an 
existing  provision  giving  tribes  full  authority  to  select  an  evaluating 
organization;  removing  a  provision  requiring  the  reduction  of  a 
State's  Title  III  allotment  by  an  amount  attributable  to  Indians 
served  under  Title  VI;  making  existing  language  with  regard  to  the 
provision  of  legal  or  ombudsman  services  permissive;  and  striking  the 
requirement  that  the  Commissioner  consult  with  the  Secretary  of  the 
Interior  in  establishing  regulations. 

The  committee  believes  that  the  direct  program  for  Indian  tribes  is 
providing  services  to  older  Indians  Avho,  in  some  cases,  were  marginally 
served  or  not  served  at  all  under  Title  III.  Furthermore,  these  direct 
grants  to  tribes  are  expanding  the  opportunities  to  these  groups  for 
developing  administrative  capacity  in  providing  services  appropriate 
to  the  special  customs  and  background  of  Native  Americans.  The  com- 
mittee would  suggest-  that  in  considering  future  regulations  for  the 
administration  of  Title  VI  programs,  the  Commissioner  take  note  of 
the  historical  differences  in  dietary  practices  between  Indian  and  non- 
Indian  populations.  The  committee  believes  that  some  flexibility  for 
the  dietary  preference  of  this  population  be  allowed,  while  still  pro- 
viding appropriate  nutritional  requirements. 

H.R.  3046  would  continue  Title  VI  programs  for  three  additional 
years  at  an  authorized  level  of  $6,000,000  for  fiscal  year  1982,  and 
$6,400,000  for  fiscal  year  1983,  and  $6,800,000  for  fiscal  year  1984. 
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Title  VIII — Home  Maintenance  and  Repair  Services 

In  response  to  information  provided  the  committee  during  its  con- 
sideration of  H.R.  3046  which  found  that,  of  the  25  million  older  indi- 
viduals living  in  the  United  States,  approximately  one-third  live  in 
substandard,  deteriorating,  or  dilapidated  housing,  the  committee  bill 
would  add  a  new  title  to  the  Older  Americans  Act  regarding  home 
maintenance  and  repair  services.  The  Commissioner  of  the  Admin- 
istration on  Aging  would  administer  the  program  through  State 
agencies  currently  authorized  in  section  305(a)  (1).  In  the  provision 
of  services  imder  this  title,  a  preference  would  be  given  to  older  in- 
dividuals whose  income  is  not  more  than  125  percent  of  poverty  guide- 
lines. 

Appropriate  services  under  the  committee  bill  would  include  the 
repair  of  particular  defects  and  hazards,  weatherization,  and  main- 
tenance designed  to  improve  health  and  safety  conditions.  Substantial 
remodeling  would  not  be  included.  Housing  counseling  would  be  pro- 
vided as  well. 

The  committee  bill  calls  for  an  annual  report  to  be  submitted  to 
Congress  concerning  the  housing  needs  of  older  individuals  and  the 
effectiveness  of  Federal  housing  programs  in  adddressing  those  needs. 
The  committee  intends  that  this  report  should  be  submitted  as  part  of 
the  annual  report  currently  required  by  section  207  of  the  Act. 

The  Home  Maintenance  and  Repair  Services  program  proposed  by 
H.R.  3046,  would  be  authorized  for  three  years  at  such  sums  as  may 
be  necessary. 
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JUVENILE  JUSTICE  AND  DELINQUENCY  PREVENTION  ACT  OF  1974 

The  committee  bill  would  limit  the  amount  of  appropriations  to 
carry  out  Title  I  and  II  of  the  Juvenile  Justice  and  Delinquency 
Prevention  Act  to  $86,500,000  for  each  of  the  fiscal  years  1982,  1983, 
and  1984.     The  appropriation  for  fiscal  year  1981  was  $100,000,000. 

RUNAWAY  AND  HOMELESS  YOUTH 

The  committee  bill  would  limit  the  amount  of  appropriations  to 
carry  out  Title  III  of  the  Juvenile  Justice  and  Delinquency  Prevention 
Act  of  1974  to  $9,300,000.     The  appropriation  for  fiscal  year  1981  was 
$11,000,000. 
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Postsecondary  Education 

The  First  Concurrent  Budget  Resolution  (H.J.  Res.   115)   assumed  savings 
of  $1.38  billion  in  programs  affecting  the  jurisdiction  of  the  Sub- 
committee on  Postsecondary  Education.     Most  of  these  savings  were 
achieved  by  substantially  reducing  funding  for  the  arts,  humanities 
and  museums,  and  by  making  major  changes  in  the  Guaranteed  Student 
Loan  Program  and  Pell  Grants  (formerly  Basic  Educational  Opportunity 
Grants) . 

The  Committee's  report  includes  savings  of  over  $1.3  billion  in 
programs  under  the  jurisdiction  of  the  Subcommittee  on  Postsecondary 
Education,  and  reduces  spending  by  more  than  15  per  cent  below  the 
projected  FY  1982  level.     Although  the  Committee  has  not  adhered 
strictly  to  the  program  reductions  assumed  by  the  budget  resolution, 
the  Committee  has  come  within  $80  million  of  the  overall  target  for 
entitlements  and  authorizations. 

Members  of  the  Committee  continue  to  be  concerned  about  the  impact 
of  the  major  changes  proposed  by  the  Administration,     Retention  of 
the  in-school  interest  subsidy  is  regarded  as  absolutely  essential. 
The  impact  of  "remaining  need"  on  middle  income  families  attending 
lower  cost  public  institutions  is  still  unknown.     The  Committee  has 
adopted  a  more  modest  and  measured  approach  to  achieving  FY  1982 
savings  because  of  the  lack  of  specific  information  regarding  the 
effect  of  the  proposed  utilization  of  remaining  need.     The  Committee's 
proposal  retains  the  basic  structure  of  the  Guaranteed  Student  Loan 
program  (GSL) ,  while  the  Committee  is  carefully  reviewing  the  re- 
maining need  concept  prior  to  the  Senate-House  Reconciliation 
Conference . 

While  the  Committee  realizes  that  some  additional  savings  must  be 
achieved  in  the  GSL  program,  those  savings  should  not  be  short- 
sighted nor  penny-wise  and  pound  foolish.     Any  final  changes  should 
retain  the  in-school  interest  subsidy,  minimize  disruption  in  the 
on-going  program,  and  assure  continued  participation  by  private 
lending  institutions. 

The  Committee's  recommendations  regarding  the  Pell  Grant  program 
would  result  in  a  million  and  a  half  recipients  being  eliminated 
from  the  program.     In  all  likelihood,  no  family  above  the  $25,000 
income  level  will  receive  a  grant.     In  addition,  because  the  maxi- 
mum grant  will  be  held  constant  for  three  years  at  $1800,  the  real 
purchasing  power  of  that  grant  will  be  reduced  as  the  cost  of 
attending  college  increases. 

The  Committee  has  also  reduced  funding  for  both  the  Arts  and 
Humanities  Endowments  by  30  per  cent  and  the  Institute  for  Museum 
Services  by  50  per  cent.  Although  these  reductions  appear  modest 
in  comparison  to  the  Administration's  recommendations,  they  will 
have  a  serious  effect  on  some  programmatic  efforts  at  both  Endow- 
ments. Obviously,  general  operating  grants  to  local  museums  will 
be  drastically  reduced. 
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STUDENT  ASSISTANCE 

The  Committee's  recommended  savings  in  the  Federal  student  assistance 
programs  were  achieved  by  making  substantive  changes  in  the  current 
law  affecting  the  Pell  Grant  (formerly  Basic  Educational  Opportunity 
Grants)  and  the  Guaranteed  Student  Loan  Program.     In  addition,  the 
Committee  has  reduced  the  authorization  for  the  College  Work  Study 
Program  by  $50  million  and  eliminated  the  authorization  for  the 
State  Student  Incentive  Grant  (SSIG)  program  for  Fiscal  Years  1982, 
1983,  and  1984. 

Pell  Grants 

The  Pell  Grant  program  is  the  foundation  upon  which  all  student  aid 
packages  are  based.     The  Federal  government's  commitment  to  providing 
'access'   to  low  income  students  should  not  be  sacrificed  even  in  a 
time  of  severe  budget  restraint.     The  Committee's  changes  in  the 
Pell  Grant  program  are  designed  to  ensure  that  low-income  college 
students  will  not  be  harmed  in  the  process  of  achieving  overall 
savings  in  the  student  assistance  area.     Although  the  Budget  Reso- 
lution (H.J.  Res.   115)  assumed  $711  million  in  savings  in  the  Pell 
Grant,  the  Committee's  proposal  would  achieve  FY '82  savings  of 
$5^2  million,  assuming  an  appropriation  of  $2,635  billion.  The 
Committee's  proposal  would: 

*  Provide  for  an  $1,800  maximum  grant  over  the  next  three 
fiscal  years; 

*  Index  the  family  size  offset  according  to  the  Consumer 
Price  Index  (CPI)  each  year; 

*  Defer  the  cost  of  attendance  provisions  contained  in  the 
Education  Amendments  of  1980  for  three  years; 

*  Count  social  security  student  benefits  and  VA  student 
benefits  as  student  aid,  rather  than  as  income;  and 

*  Establish  a  graduated  contribution  rate,  which  taxes 
discretionary  family  income  at  progressively  higher  rates 
according  to  income. 

The  Committee's  intent  is  to  authorize  the  Secretary  to  define  cost 
of  attendance  standards  through  regulations  for  the  Pell  Grant  pro- 
gram in  accordance  with  the  provisions  that  were  in  effect  prior 
to  the  passage  of  the  Education  Amendments  of  1980.  However, 
nothing  in  this  section  would  prohibit  institutions  from  determining 
cost  of  attendance  for  the  other  programs  under  this  title  or  from 
making  adjustments  in  the  financial  need  determination  for  such 
programs . 

College  Work  Study  (CWS) 

The  authorization  for  the  College  Work  Study  program  was  reduced  by 
$50  million.  The  five   million  authorization  would  remain 

for  the  next  three  years  . 
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STUDENT  ASSISTANCE 

State  Student  Incentive  Grants  (SSIG) 

The  Committee  reluctantly  eliminated  funding  for  this  valuable  program 
for  the  next  three  fiscal  years.     Although  the  program  has  leveraged 
substantial  amounts  of  state  grant  money,  it  is  substantially  over- 
matched at  this  time.     In  addition,  the  Federal  funds  are  not  leveraging 
new  state  monies. 

Guaranteed  Student  Loans  (GSL) 

The  Guaranteed  Student  Loan  program  presented  a  more  difficult  obstacle 
for  the  Committee  than  did  Pell  Grants.     The  Budget  Resolution  assumed 
a  $504  million  savings  in  GSL's.     However,  the  total  FY'82  Federal 
cost  of  the  program  is  only  $665  million.     This  would  mean  that  the 
$504  million  in  savings  would  have  to  be  subtracted  from  $665  million. 
The  remaining  funding  in  the  program,   $2,417  billion,  is  attributable 
to  interest  subsidy  and  special  allowance  payments  due  on  old  loans. 

In  order  to  address  this  problem,  the  Committee  proposed  the  following 
changes  to  achieve  $38l  million  in  GSL  savings. 

*  Establish  a  4.0  per  cent  assessment  fee  to  be  applied  against 
the  special  allowance. 

*  Count  social  security  and  VA  benefits  as  student  aid. 

*  Increase  the  Parent  Loan  interest  rate  from  9  per  cent  to 
14  per  cent. 

*  Eliminate  the  institututional  allowance  for  college  and 
universities . 

*  Eliminate  Independent  Student  eligibility  for  larger  loans. 

*  Eliminate  all  grace  periods  except  the  grace  period  following 
the  in-school  deferment. 

*  Eliminate  all  deferments  on  future  loans  except  the  in-school 
and  unemployment  deferments. 

*  Delete  rounding  up  provisions  on  all  loans. 

*  Increase  the  minimum  annual  repayment  to  $600/year. 

*  Enable  the  Secretary  of  Education  to  assume  collection 
responsibility  on  guarantee  agency  defaults  that  the  agency 
is  unsuccessful  in  collecting.     Presently,  the  Federal 
government  pays  the  claim,  but  cannot  collect  the  money  due 
the  Treasury. 

*  Reduce  the  insurance  premium  guarantee  agencies  charge 
to  1  per  cent  of  the  amount  borrowed. 
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STUDENT  ASSISTANCE 


Guaranteed  Student  Loans  (GSL) 


The  one  per  cent  limit  on  the  insurance  premium  charged  borrowers  by 
State  Guarantee  Agencies  is  intended  to  preclude  excessive  charges  to 
student  borrowers  in  view  of  the  Committee's  adoption  of  the  4.0  per 
cent  assessment  fee.     Since  the  4.0  per  cent  assessment  fee  and  the 
insurance  premium  would  be  charged  to  the  student,  but  would  not  be 
used  to  pay  college  expenses,  some  students  may  be  forced  to  borrow 
larger  amounts  in  order  to  pay  these  fees.     The  Committee  Is  also 
concerned  that  some  of  the  older  guarantee  agencies  are  building 
large  cash  reserves  —  in  excess  of  the  amount  needed  for  maximum 
unreinsured  liability.     The  Committee  has  provided  that  the  Secretary 
of  Education  may  regulate  with  respect  to  certain  criteria  for  eval- 
uating the  need  of  some  of  the  newer  State  Guarantee  Agencies  to 
utilize  a  higher  insurance  premium.     The  specific  criteria  in  the 
law  must  be  considered  by  the  Secretary  in  making  any  determination 
to  permit  a  state  agency  to  exceed  the  1%  limitation. 

Finally,  with  respect  to  the  Guaranteed  Student  Loan  provisions,  the 
Committee  wishes  to  emphasize  that  all  of  the  proposed  changes  should 
not  go  into  effect  prior  to  October  1,  1981,  except  for  the  provision 
regarding  the  4.0  per  cent  assessment  fee.     The  4.0  per  cent  assess- 
ment fee  will  be  effective  upon  enactment  by  the  Congress  and 
signature  by  the  President. 


National  Direct  Student  Loan  (NDSL) 


The  Committee's  recommendations  include  two  provisions  affecting  the 
National  Direct  Student  Loan  program.  The  Committee's  bill  requires 
postsecondary  institutions  that  participate  in  this  program  to  assign 
defaulted  NDSL  loans  to  the  Secretary  of  Education  within  two  years, 
unless  they  have  been  previously  referred  under  terms  provided  in 
the  current  law.  No  funds  are  provided  for  teacher  cancellations  in 
FY  1982,  1983,  and  1984. 


HIGHER  AND  CONTINUING  EDUCATION 


The  Committee  has  recommended  the  continuation  of  most  programs  at 
the  FY  8l  funding  levels.     In  certain  instances,  increases  were 
authorized  up  to  the  FY  82  CBO  Current  Policy  level.     The  following 
are  illustrative  of  the  Committee's  decisions: 


$129.5  million — Title  III,  Aid  to  Institutions, 

$159.5  million — TRIO,  Special  Services  for  the  Disadvantaged . 

$  23.8  million — International  Education, 

$  12.0  million — Cooperative  Education, 

$  14.0  million — Graduate  Education  Programs,  and 


*     $  15.0  million — Fund  for  the  Improvement  of  Postsecondary 
Education. 
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HIGHER  AND  CONTINUING  EDUCATION 

The  Committee  has  agreed  with  the  Administration's  recommendation 
for  increased  Title  III  funding,  specifically  to  provide  $9.5  million 
in  funding  for  the  new  Part  C  Challenge  Grant  Program  authorized  by 
the  Education  Amendments  of  1980. 

Several  programs  are  not  recommended  for  funding  over  the  next  three 
years.     These  programs  include  the  Title  I-B,  Educational  Outreach 
Program,  funds  for  land  grant  colleges  and  universities,  and  higher 
education  construction  grants  and  loans.     The  Committee  made  the 
decisions  reluctantly,  believing  these  activities  have  less  direct 
effect  on  incoming  and  enrolled  students  and  postsecondary  institu- 
tions . 

PROFESSIONAL  DEVELOPMENT 

The  Committee  found  it  very  difficult  to  recommend  that  no  funds  be 
authorized  for  the  Teacher  Corps  Program.     While  we  recognize  the 
value  of  helping  equip  teachers  with  the  specialized  skills  necessary 
to  help  disadvantaged  children,  because  of  the  severe  budget  restric- 
tions the  Committee  must  limit  itself  to  funding  programs  that  provide 
direct  services  to  disadvantaged  students. 

The  Committee  recognizes  the  value  of  the  services  provided  to 
teachers  through  the  Teacher  Centers  Program.     We  have  therefore 
provided  a  small  increase  in  the  authorization  for  this  program 
(above  the  FY  1981  level)  to  allow  for  inflation. 

In  the  Education  Amendments  of  1980,  the  Committee  removed  the 
appropriations  trigger  requiring  a  $50  million  appropriation  before 
a  center  would  be  required  to  be  established  in  each  state.  Given 
the  budgetary  restraints  and  the  fact  that  no  increase  is  provided 
for  in  this  program  in  FY  1983  and  1984,  the  Committee  feels  it 
would  be  wise  to  re-establish  the  appropriations  trigger.  Otherwise, 
we  could  be  faced  with  a  requirement  that  the  program  fund  more 
centers  from  a  constant  amount  of  money,  thereby  diluting  the  effective 
ness  of  the  program.     Without  the  trigger  the  program  might  also 
end  up  providing  support  for  untested  centers  in  states  that  currently 
have  none,  while  forcing  exceptional  existing  operations  to  close. 
The  Committee  urges  the  Department  of  Education  to  keep  these  con- 
cerns in  mind  in  funding  Teacher  Centers  for  the  coming  year. 

MEMORIALS  AND  MISCELLANEOUS  PROGRAMS 

The  Committee  recommends  no  funding  in  FY  1982  for  the  various  memorial 
including  the  Hoover  Memorial,  the  Robert  A.  Taft  Institute,  the  Wayne 
Morse  Chair,  the  General  Daniel  "Chappie"  James  Health  Education  Center 
the  William  Levi  Dawson  Chair  and  the  Harry  S.  Truman  Memorial  Scholar- 
ship Trust  Fund.     The  Committee  also  recommends  that  they  not  be 
funded  in  FY  1983  and  FY  1984. 
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MEMORIALS  AND  MISCELLANE OUS  PROGRAMS 

The  College  Housing  Program  requires  no  limit  in  authorization  because 
there  have  been  no  recent  appropriations.     However,  it  is  the  intention 
of  the  Committee  that  repayments  into  the  revolving  fund  should  continue 
to  be  made  available  to  applicant  post secondary  institutions. 

The  Kendall  Demonstration  Elementary  School  is  administered  by  Galludet 
College  and  its  funding  is  included  in  the  total  authorization  figure 
for  Galludet.     The  specific  recommended  authorization  level  for  the 
Kendall  School  is  $5.8  million  for  FY  82,   83,  and  84. 

The  Model  Secondary  School  for  the  Deaf  is  also  administered  and  funded 
through  Galludet  College.     The  Committee  recommendation  for  FY  82,  83 , 
and  84  authorizations  is  $10.6  million. 

The  Eisenhower  College  and  the  Rayburn  Library  receive  their  funding 
through  the  sale  of  $1  Eisenhower  coins.     No  authorization  is  therefore 
needed . 

EXTENSIONS 

The  Committee  has  extended  the  authorizations  for  the  following:  the 
Library  Services  and  Construction  Act,  the  Tribally-Controlled  Indian 
Community  Colleges  Act,  the  Navajo  Community  College  Act,  the  Minority 
Institutions  Science  Improvement  Program,  and  the  Par  H  of  the  Education 
Amendments  of  1980  which  includes  the  General  Daniel  "Chappie"  James 
Health  Center  and  the  William  Levi  Dawson  Chair. 

LIBRARIES 

All  colleges  and  universities  are  eligible  to  receive  funding  under 
Title  II  of  the  Higher  Education  Act.     Each  institution  simply  submits 
an  application  to  the  Department  of  Education  in  order  to  receive  its 
allotted  share  of  the  Title  II-A  appropriation.     No  distinction  based  on 
need  is  used  in  allocating  funds;  therefore,  Harvard  University  and 
Tougaloo  College  are  treated  equally.     The  authorizations  for  Title  II 
are  as  follows : 

*  Title  II-A  and  II-B  receive  a  total  authorization  of  $3-9 
million  for  FY  82,  83,  and  84.     Of  that  total,  not  less  than 
60  per  cent  must  be  available  for  library  resources  and 
assistance  in  establishing  join-use  library  facilities;  not 
less  than  10  per  cent  must  be  available  for  training  of  library 
professionals;  not  less  than  10  per  cent  must  be  available  for 
research  and  development  projects;  and  not  less  than  10  per- 
cent must  be  available  for  special  purpose  grants. 

*  Title  II-C  receives  a  total  authorization  of  $5  million  for 
FY  82,  83,  and  84  for  the  purpose  of  strengthening  research 
library  resources. 
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LIBRARIES 

Legislative  language  was  changed  so  that  funds  under  Title  II-A  and 
II-B  are  targeted  for  small  schools  that  are  heavily  dependent  upon 
that  funding  for  maintaining  their  current  programs  and  accreditation. 
Although  this  eliminates  the  ability  of  research  libraries  at  post- 
secondary  institutions  to  apply  for  direct  funding  for  training  of 
library  personnel  and  research  and  development  projects,  they  may 
use  monies  available  under  Title  II-C  for  those  purposes. 

The  Library  Services  and  Construction  Act   (LSCA)  provides  funds  for 
public  libraries.     The  authorization  for  LSCA  Title  I  is  $45.2 
million  for  FY  82,   83,  and  84;  and  for  Title  III,   $12  million  for 
FY  82,  83,  and  84. 

The  authorization  for  the  National  Commission  on  Libraries  is  $.7 
million  for  FY  82,  83,  and  84. 

NATIONAL  ENDOWMENT  FOR  THE  ARTS/NATIONAL  ENDOWMENT  FOR  THE  HUMANITIES/ 
AND  THE  INSTITUTE  FOR  MUSEUM  SERVICES 

The  revised  Fiscal  Year  1982  budget  for  the  National  Endowment  for 
the  Arts  (NEA)  and  the  National  Endowment  for  the  Humanities  (NEH) 
submitted  by  the  Administration  represented  a  50  per  cent  cut  from 
the  original  Fiscal  1982  budget  request.  The  Institute  for  Museum 
Services  (IMS)  received  no  Fiscal  1982  funding  in  the  Administration 
budget,  requiring  the  elimination  of  IMS  in  the  coming  year. 

The  Committee  recognizes  the  need  to  reduce  programs  to  respond  to 
budget  cutbacks  directed  by  the  Congress,  however,  the  Committee 
considers  the  proposed  elimination  of  IMS  and  the  50  per  cent  reduc- 
tion in  NEA  and  NEH  excessive. 

The  Committee  approved  authorizations  for  NEA,  NEH  and  IMS  reflect 
program  reductions  for  these  agencies  without  setting  spending  levels 
for  Fiscal  1982  that  impose  disproportionate  and  extreme  cutbacks. 
NEA  and  NEH  budgets  are  set  by  the  Committee  at  80  per  cent  of  their 
Fiscal  I98I  levels.     The  Committee  recommended  funding  for  NEA  in 
Fiscal  1982  at  $126.9  million.     Recommended  funding  for  NEH  is  $121 
million,  with  $9-5  million  authorized  in  their  Treasury  account.  The 
recommendation  for  IMS  is  that  it  be  continued  at  $6.9  million.  The 
Fiscal  1982  authorization  levels  approved  by  the  Committee  would  be 
continued  for  Fiscal  Years  1983  and  1984. 

SPECIAL  INSTITUTIONS 

Three  special  institutions,  Galludet  College,  Howard  University,  and 
the  National  Technical  Institute  for  the  Deaf  (NTID)  did  receive 
modest  increases  in  authorizations  above  the  FY  1981     current  services 
level.     The  rationale  for  these  increases  is  that  the  institutions 
have  already  begun  or  are  about  to  begin  new  construction  projects 
which  will  require  continuing  funding.     Specifically,  the  authori- 
zations are  $54.8  million  for  Galludet;   $145.8  million  for  Howard; 
and  $22.1  million  for  NTID. 
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Chapter  3      Revision  of  The  Black  Lung  Program 
Summary  and  Discussion  of  Major  Provisions 

Sec.  5461.    Temporary  User  Fee  on  Coal.  In  the  Black  Lung 

Benefits  Reform  Act  of  1977  the  Committee  expressed  concern  over  the 
financial  aspects  of  the  program  to  the  extent  that  the  increasing 
costs  were  a  burden  to  the  general  taxpaying  population,  and  with 
such  recognition,  made  in  the  1977  Amendments  "the  transfer  from 
the  Federal  Government  to  the  coal  industry  the  residual  liability 
for  black  lung  benefits  payments,"  its    primary  purpose.    The  Committee 
felt  then  and  reaffirms  today  its  belief  that  the  cost  burden  of 
the  program,  in  fairness  and  equilty,  belongs  on  those  who  have 
a  direct  relationship  with  the  production  and  use  of  coal  for  it 
is  they  who  receive  the  economic  benefit  from  the  labors  of  those 
in  the  mines.    The  success  of  this  anticipated  shift  of  liability 
has  not  as  yet  been  accomplished  forcing,  unfairly  and  without 
current  justification,  a  continuing  financial  burden  on  the 
federal  government;  a  shortfall  between  the  costs  of  the  program 
and  the  coal  source  dollars  intended  to  finance  the  program. 
There  has  been  a  present  and  continuing  appreciation  of  this  problem 
yet  there  has  been  no  effort  on  the  part  of  the  Congress  to  correct 
it. 

The  Committee  further  finds  that  coal  users  have  not  generally 
been  called  upon  to  pay  any  of  the  costs  of  this  program.    They  have 
to  date  been  borne  by  taxpayers  generally  and  by  the  coal  industry. 
The  existence  of  a  current  billion  dollar  deficit  in  the  Trust  Fund, 
covered  by  federal  advances,  is  evidence  that  the  damage  done  to 
the  health  of  coal  miners  incurred  while  producing  coal  purchased 
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by  consumer/users  has  not  been  fully  compensated  by  those  who  benefited 

from  their  labors           both  coal  operators  and  coal  users.  Projected 

federal  deficits  will  increase  significantly  this  disparity.    Coal  producers, 
concentrated  in  about  twelve  states,  were  recently  required  to  contribute 
to  the  cost  of  this  program.    The  Federal  Government  has  already  out  of 
general  revenue,  paid  billions  of  dollars  in  benefits.    Only  users  have 
escaped  responsibility  for  contributing  to  the  money  resolution  of  a 
problem  from  which  they  benefited  directly.    Users  benefited  directly 
because  governmental  agencies,  such  as  the  War  Board  and  Wage  and  Price 
Council  restricted  increases  in  the  cost  of  coal  at  times  when  demand 
would  have  forced  massive  price  increases  with  a  resultant  cost  savings 
to  each  user. 

Therefore  based  on  these  findings  the  Committee  in  Section. 
5461  establishes  a  temporary  user  fee  on  coal  at  a  rate  of  50  cents 
per  ton  for  coal  from  underground  mines  and  75  cents  per  ton  for 
coal  from  surface  mines.    The  user  fee  will  not  apply  to  lignite 
and  is  repealed  on  October  1,  1984. 

The  user  fee  is  collected  by  the  coal  producer  involved 
for  direct  deposit  into  the  Black  Lung  Disability  Trust  Fund 
on  a  monthly  basis.    If  a  producer  fails  or  refuses  to  collect 
the  user  fee,  the  producer  is  made  subject  to  lien  collection 
provisions  established  in  section  424  of  the  Act. 
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SECTION  5462,  ELIGIBILITY  FOR  BLACK  LUNG  BENEFITS;  PAYMENTS  FROM 

BLACK  LUNG  DISABILITY  TRUST  FUND.         Prior  to  the  1977  amendments  to  the 

Black  Lung  Benefits  Act,  approved  claims  filed  prior  to  July  1,  1973, 
were  paid  by  the  federal  government  out  of  general  revenues.  Approved 
claims  filed  on  and  after  that  date  were  the  financial  responsibility  of 
coal  operators  directly. 

The  1977  amendments  made  a  number  of  significant  changes  in  the 
program.    They  broadened  the  eligibility  criteria  under  which  claims 
were  evaluated.    They  mandated  a  review  of  all  previously  denied  or 
pending  claims — whether  they  were  filed  originally  under  that  part 
of  the  law  prescribing  federal  liability  (prior  to  July  1,  1973)  or 
under  the  part  prescribing  direct  coal  operator  liability  (on  or 
after  July  1,  1973).    The  revenue  amendments  (Black  Lung  Benefits 
Revenue  Act  of  1977)  established  the  Black  Lung  Disability  Trust  Fund- 
supported  by  a  tax  on  all  coal  operators  based  on  production— which 
was  made  responsible  for  paying  claims  in  cases  in  which  the  miner's 
last  coal  mine  employment  was  before  January  1,  1970.    The  1977  Reform 
amendments  also  provided  that  all  claims  approved  pursuant  to  their 
mandatory  review  provisions  (i.e.,  of  all  previously  denied  or  pending 
claims)  under  the  broadened  eligibility  criteria  be  paid  either  by  a 
responsible  coal  operator  directly  or  by  the  Trust  Fund— without 
regard  to  whether  the  claim  was  filed  originally  prior  to  July  1,  1973, 
the  period  of  presumed  federal  liability. 
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The  combined  effect  in  the  1977  law  of  requiring  the  automatic 
review  of  old  claims,  under  new,  liberalized  eligibility  criteria,  and 
of  directing  that  those  approved  be  paid  by  coal  operators— either 
directly  or  through  the  Trust  Fund--has  produced  a  harsh  result  on 
coal  operators  (and  on  their  insurers)  who  had  no  reason  to  anticipate 
that  they  would  be  held  directly  liable  for  a  claim  filed  before 
July  1,  1973,  or  for  any  claim  filed  on  or  after  July  1,  1973,  which 
did  not  meet  the  most  stringent  eligibility  criteria  of  the  pre-1977 
law. 

The  provisions  of  section  5462  would  redress  much  of  this 
inequity  by  requiring  that  claims  which  had  been  filed  and  denied 
by  March  1,  1978  (the  effective  date  of  the  1977  amendments),  and 
were  subsequently  re-reviewed  and  approved  pursuant  to  the  1977 
amendments,  be  paid  out  of  the  Trust  Fund.    Subsection  (c)  contains 
a  definition  of  "denied  claim."    The  term  "initial  finding"  in 
this  subsection  is  not  intended  by  the  Committee  to  import  any 
legal  effect  or  reference;  rather,  it  is  intended  to  describe  a 
stage  in  the  process  of  consideration  of  a  claim  at  which  an 
administrative  determination  is  made  that  the  claimant's  evidence 
of  record  is  then  insufficient  to  support  an  approval  of  his  claim. 
For  example,  such  a  stage  in  the  process  would  occur  when  a 
claimant  is  informed  that  his  claim  has  been  informally  or 
administratively  denied  (generally  indicated  by  a  form  letter 
CM-1000  series  used  by  the  Department  of  Labor). 
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Subsection  (a)  contains  a  provision  transferring  certain 
additional  claims  from  direct  coal  operator  responsibility  to  the  Trust 
Fund.    These  are  claims  which  were  filed  on  or  after  March  1,  1978, 
and  before  March  1,  1981,  in  which  the  claimant  was  awarded  compensation 
before  March  1,  1978,  under  or  pursuant  to  a  State  workers'  compensation 
law  because  of  death  or  disability  due  to  pneumoconiosis. 

Section  5462  would  not  transfer  any  liability  from  coal 
operators  to  the  Treasury;  rather,  it  only  transfers  liability 
from  coal  operators  directly  to  coal  operators  indirectly  and 
proportionately,  that  is,  through  the  receipts  derived  from  the 
contributions  made  by  all  coal  operators  to  the  Black  Lung  Disability 
Trust  Fund. 
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SEC.  5463.    RETROACTIVE  PAYMENT  OF  BLACK  LUNG  BENEFITS,—  A  claimant 
entitled  to  benefits  under  Part  "C"  of  the  Black  Lung  Benefits  Act  is  upon 
an  initial  determination  of  eligibility  awarded  a  retroactive  lump-sum 
payment  to  cover  the  retroactive  period  of  determined  disability,  and 
thereafter  receives  monthly  benefit  payments.    Under  current  practice, 
both  the  retroactive  payment  and  the  monthly  benefits  are  paid  on  an 
interim  basis  from  the  Black  Lung  Disability  Trust  Fund,  in  cases  where 
a  responsible  operator  has  been  identified  and  who  contests  the  claim. 
This  section  amends  Part  C  of  the  Black  Lung  Benefits  Act  to  provide 
that  no  such  retroactive  lump-sum  payment  is  due  to  the  claimant  until 
such  claim  is  no  longer  subject  to  further  adjudication.    However,  once 
the  claimant  has  established  his  eligibility  through  final  adjudication 
and  the  responsible  operator  has  been  held  liable,  the  claimant  is 
entitled  under  this  section  to  receive  the  retroactive  payment  together 
with  accrued  interest  consistent  with  the  procedures  described  below, 
and  payment  of  future  monthly  benefits  as  prescribed  under  Part  "C" 
of  the  Act. 

This  section  provides  further  that  the  operator  involved  in 
such  a  contested  claim  shall  deposit  in  an  interest-bearing  account 
in  a  depository  institution  insured  by  the  Federal  Deposit  Insurance 
Corporation  or  by  the  Federal  Savings  and  Loan  Insurance  Corporation 
an  amount  equal  to  the  amount  of  the  retroactive  lump-sum  payment  as 
prescribed  at  the  time  of  initial  determination,  to  remain  in  such 
account  until  there  has  been  a  final  determination  of  liability. 
In  addition,  the  operator  must  certify  to  the  Secretary  of  Labor 
as  soon  as  practical  after  initial  determination  that  such  account 
has  been  established  and  such  deposit  made.    If  the  operator  refuses 
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or  neglects  to  make  such  deposit,  the  operator  will  be  additionally 
liable  to  the  claimant  for  an  amount  equal  to  50%  of  the  lump-sum 
payment  involved  in  the  contested  claim.    Failure  by,  the  operator 
to  comply  with  the  depository  requirements  of  this  section  entitles 
the  claimant  to  this  amount  regardless  whether  the  claimant  prevails 
in  the  contested  action. 

While  it  is  the  clear  intent  of  the  Committee  that  the  retroactive 
lump-sum,  payment  be  delayedjn  these  cases  it  is  equally  the  clear 
intent  of  the  Committee,  as  this  section  provides,  that  interim  monthly 
benefits  from  the  point  of  initial  determination  continue  to  be  paid 
to  the  claimant  by  the  fund  unless  the  identified  operator  assumes 
this  responsibility. 
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SEC.  5464.    INTEREST  PAYMENTS  BY  OPERATORS.  Under  Sec.  424. 

(a)  and  (b)  of  The  Black  Lung  Benefits  Act  and  regulations  thereunder, 
a  responsible  operator  who  contests  a  claim  following  an  initial 
determination  of  eligibility,  and  who  fails  or  refuses  at  that  time 
to  pay  the  prescribed  retroactive  lump-sum  payment  and  the  interim 
monthly  benefits,  thereby  forcing  such  payments  from  The  Black  Lung 
Disability  Trust  Fund,  must  if  ultimately  found  liable  for  such 
payments  reimburse  the  fund  for  such  payment  together  with  interest 
prescribed  at  6  percent  simple  annual  interest.    The  Trust  Fund, 
which  must  now  pay  these  benefits  during  the  period  of  litigation 
(which  the  Committee  has  determined  in  some  instances  consumes 
several  years),  is  forced,  in  order  to  meet  these  obligations,  to 
borrow  money  on  the  open  money  market  at  a  substantially  higher 
interest  rate—approximately  13%.    The  Committee  is  concerned  about 
the  massive  interest  payment  losses  being  incurred  by  Trust  Fund 
as  a  direct  result  of  the  abnormally  low  level  of  interest  on 
responsible  operator  repayments  compared  to  the  level  of  interest 
the  fund  must  pay  on  its  borrowed  amounts.    This  variance  results 
in  large  losses  to  the  Trust  Fund  and  substantial  income  to  the 
operators.    In  addition,  the  Committee  believes  the  low  level  of 
interest  required  on  reimbursements  contributes  substantially  to 
the  high  percentage  of  controverted  claims  by  creating  an  incentive 
for  the  responsible  operator  to  controvert  a  claim  regardless  of 
merit,  thus  delaying  payment  liability  by  shifting  it  to  the 
Trust  Fund  and  then  later  repaying  at  an  extremely  low  level  of 
interest. 
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Therefore,  this  section  of  the  bill,  amending  section  424  (b)(1) 
and  (2)  of  the  Black  Lung  Benefits  Act,  provides  that  the  rate  of  interest 
on  responsible  operator  repayments  to  the  fund  of  retroactive  lump-sum 
payments  and  accrued  interim  monthly  benefit  payments  shall  be  the 
adjusted  prime  rate  established  by  The  Secretary  of  Treasury,  a  rate 
more  realistically  reflecting  the  cost  of  money.    Sec.  424(b)(2)  of 
the  Black  Lung  Benefits  Act  as  amended  by  this  section  is  in  the  nature 
of  a  clarifying  amendment  to  insure  that  responsible  operator  liability 
for  such  interest  payments  is  not  predicated  only  on  an  initial  refusal 
to  pay  either  the  retroactive  lump-sum  award  or  the  interim  monthly 
benefits,  but  rather  is  applicable  at  any  time  the  fund  has  paid  amounts 
ultimately  deemed  to  be  the  liability  of  the  operator. 
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REPORT  OF  THE  SUBCOMMITTEE  ON  SELECT  EDUCATION 


Reductions  in  program  authorizations  within  the  jurisdiction 
of  the  Subcommittee  on  Select  Education  will  result  in  a  savings 
of  over$345.5  million  from  current  policy  estimates  for  fiscal  year 
1982,  a  reduction  of  approximately  15  percent.     These  reductions 
do  not  reflect  on  the  merits  of  programs,  but  represent  the 
Committee's  efforts  to  comply  with  the  reconciliation  mandate  to 
reduce  authorizations.     While  the  Committee  attempted  to  make 
reductions  in  a  manner  which  maintains  programs  providing  direct 
services  to  those  most  in  need,   the  substantial  impact  of  the 
severe  cuts  will,   in  many  cases,  necessitate  major"  reassessment 
of  program  priorities  and  changes  in  existing  patterns  of  grant 
and  contract  awards. 


EDUCATION  OF  THE  HANDICAPPED 


For  programs  under  the  Education  of  the  Handicapped  Act, 
which  include  grants  to  states  to  assist  in  the  cost  of  educating 
the  handicapped  in  a  free  and  appropriate  setting,   the  Committee 
bill  sets  a  fiscal  year  1982  authorization  level  of  $1107.1  million, 
of  which  $1005.   million  is  allocated  to  state  grants  under  Section 
611  of  the  Act. 

The  Preschool  Incentive  Grant  Program  is  provided  no  funding 
for  fiscal  year  1982.     Given  the  currently  low  level  of  funding  in 
fiscal  year  1981,   this  potentially  valuable  program  has  not  had  the 
impact  on  expanding  services  to  the  preschool  population  that  Congress 
had  anticipated.     While  the  Committee's   preference    would  be  to 
increase  Preschool  Incentive  Grants  to  a  meaningful  funding  level,  the 
inability  to  do  so  mandates  a  reallocation  of  these  funds  to  programs 
which  can  continue  to  make  a  significant  contribution  to  the  education 
of   handicapped     children  if  kept  at  less  than  drastically  reduced 
levels . 

To  assure  continued  support  for  early  childhood  intervention 
programs,   the  Committee  recommends  maintaining  a  high  authorization 
level  for  Section  623,  Early  Childhood  Projects.     It  is  anticipated 
that  full  funding  of  this  program  will  offset     the  zero  funding  level 
of  Section  619.     Of  the  $21.8  million  authorized  for  Section  623,  it 
is  the  intent  of  the  Committee  that  no  less  than  eight  percent  of 
funds  appropriated  for  this  program  shall  be  used  to  fund  projects 
for  children  from  birth  to  three  years  of  age. 

The  authorization  level  of  $31.6  million  for  Sections  631,  632, 
and  634  maintains  support  for  preparatory  and  in-service  training  of 
educators  to  work  with  handicapped  children.     In  view  of  the  continuing 
acute  shortage  of  qualified  special  education  personnel  available,  the 
Committee  intends  that  not  less  than  9  5  percent  of  funds  appropriated 
for  this  program  shall  be  used  for  preservice  training  of  teachers 
and  related  service  personnel  who  are  preparing  to  work  with  handicapped 
children.     The  emphasis  of  in-service  training  shall  be  rural  and  low 
incidence  populations. 


Within  the  authorization  level  of  $13  million  for  Part  E, 
Innovation  and  Development,   it  is  the  Committee's  intent  that  not 
less  than  75  percent  of  funds  appropriated  for  this  program  be 
used  for  research.     Demonstration  projects  will  be  limited  to 
those  pertaining  to  low  incidence  populations. 


DOMESTIC  VOLUNTEER  SERVICE  ACT 


The  Committee  bill  sets  an  authorization  level  of  $15  million 
for  Title  I  of  the  Act,   a  reduction  of  59  percent  from  the  fiscal 
year  1982  current  service  level.     Program  support  in  fiscal  year 
1982  is  reduced  to  $10.5  million,  a  67  percent  reduction  from 
current  service. 

The  Committee  instructions  direct  that  the  entire  $15  million 
for  Title  I  be  available  only  to  Part  A,  the  VISTA  program.     It  is 
the  opinion  of  the  Committee  that  distribution  of  such  a  small 
appropriation  over  the  three  components  of  Title  I  would  not  allow 
any  component  to  operate  effectively.     The  Committee  has  chosen  to 
retain  the  one  component  which  continues  to  serve  the  most  people 
with  the  greatest  need  and  which  serves  in  the  greatest  number  of 
geographic  areas.     VISTA  will  suffer  a  reduction  from  its  current 
4300  volunteers  working  on  865  anti-poverty  projects  to  approximately 
1900  volunteers  throughout  the  country  in  fiscal  year  1982. 

Since  the  Domestic  Volunteer  Service  Act  would  expire  in  fiscal 
year  1981,   the  Committee  bill  also  extends  and  reauthorizes  the  Act 
for  an  additional  three  years,   as  reported  by  the  Committee  in 
HR  3292,   the  Domestic  Volunteer  Service  Act  Amendments  of  1981,  and 
described  in  the  text  of  House  Committee  Report  97-68,   the  applicable 
text  of  which  follows.' 
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Purpose 

H.R.  3292,  as  amended,  authorizes  appropriations  for  programs 
under  the  Domestic  Volunteer  Service  Act  for  three  additional  years, 
through  the  fiscal  year  ending  September  30, 1984. 

H.R.  3292  also  amends  the  Domestic  Volunteer  Service  Act  as  fol- 
lows: 

1.  A  minimum  of  83  percent  of  the  appropriations  for  title  I 
of  the  Act  for  any  fiscal  year  must  first  be  alloted  to  the  VISTA 
program. 

2.  The  ceiling  on  the  appropriations  for  Part  B  that  can  be 
allotted  to  other  than  the  University  Year  for  ACTION  program 
is  eliminated,  thereby  authorizing  the  Director  to  allocate  grants 
and  contracts  for  service-learning  programs  at  his  discretion. 

Background 

The  Domestic  Volunteer  Service  Act  of  1973,  Public  Law  93-113, 
provided  legislative  authority  for  the  establishment  of  ACTION  as 
the  Federal  agency  to  administer  domestic  volunteer  programs.  Title  I 
of  the  Act,  national  volunteer  anti-poverty  programs,  includes  Volun- 
teers in  Service  to  America  (VISTA),  Service-Learning  Programs 
and  Special  Volunteer  Programs.  Authorized  by  Public  Law  93-113 
through  fiscal  year  1975,  these  programs  were  extended  through  fiscal 
year  1978  by  the  Domestic  Volunteer  Service  Act  Amendments  of 
1976,  Public  Law  94-293.  The  program  is  currently  authorized  by 
the  Domestic  Volunteer  Service  Act  Amendments  of  1979,  Public  Law 
96-143,  which  expires  September  30, 1981. 

The  ACTION  domestic  volunteer  service  programs  are  designed 
to  strengthen  and  augment  efforts  to  eliminate  poverty  and  the  human, 
social  and  environmental  problems  related  to  poverty.  These  programs 
reflect  the  belief  that  people,  through  their  own  initiatives,  can  solve 
many  of  their  own  problems. 

VISTA 

VISTA  is  a  unique  volunteer  program  that  helps  low-income  Amer- 
icans build  their  capacity  for  self-improvement  and  self-reliance. 
Through  VISTA,  individuals  aged  18  and  older  volunteer  to  work 
with  low-income  people  to  improve  their  economic  conditions  and 
combat  their  problems  exacerbated  by  poverty,  Volunteers  work  in 
urban  and  rural  areas  on  projects  related  to  basic  and  remedial  educa- 
tion, employment  counseling,  economic  development,  housing  and 
community  planning,  health  care  and  social  services. 
;  There  are  currently  approximately  4,300  VISTA  volunteers  work- 
ing on  865  projects  in  efforts  to  reduce  poverty  and  solve  poverty 
related  problems.  Through  their  assignments  with  anti-poverty  orga- 
nizations, VISTA  volunteers  serve  a  unique  role  in  the  effort  against 
poverty  by  bringing  together  low-income  people  to  work  to  improve 
their  quality  of  life  and  neighborhoods. 

VISTA  volunteers  work  full  time  for  a  year,  are  supported  at  a 
subsistence  level,  and  live  within  the  communities  they  serve.  They 
serve  without  regard  to  normal  working  hours,  and  are  available  to 
the  community  24  hours  a  day,  seven  days  a  week.  They  are  placed  with 
public  and  private  non-profit  organizations,  which  serve  as  sponsors, 
direct  volunteers'  activities,  and  involve  the  people  to  be  served  by 
the  volunteers  in  the  planning  and  operation  of  the  projects. 
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While  the  average  VISTA  volunteer  will  cost  approximately  $7,800 
(stipend  plus  training  and  administrative  costs),  this  same  volunteer 
will  generate  $24,000  in  public  and  private  resources  to  benefit  the 
community  in  which  he  or  she  serves.  This  volunteer  will,  on  the 
average,  recruit  the  equivalent  of  15  full-time  non- ACTION  volun- 
teers to  serve  his  or  her  community.  For  example,  in  Minnesota  a 
senior  VISTA  volunteer  obtained  more  than  $100,000  worth  of  fund- 
ing for  the  senior  federation  program  and  organized  a  10  county  dis- 
count buying  program  in  over  100  stores  which  serve  over  180,000 
senior  citizens. 

Since  its  inception  more  than  70,000  men  and  women  have  served 
as  VISTA  volunteers  in  nearly  4,500  projects.  In  1980,  almost  75  per- 
cent of  the  projects  in  which  volunteers  had  served  were  able  to  con- 
tinue, with  local  support,  following  the  termination  of  the  VISTA 
support. 

Over  the  sixteen  years  of  its  existence,  VISTA  has  evolved  into  a 
program  which  is  more  responsive  to  the  needs  of  its  constituents.  In 
doing  this  the  profile  of  its  volunteers  has  also  changed  to  more  ac- 
curately reflect  the  neighborhoods  and  people  being  served.  Originally 
most  VISTA  volunteers  were  middle  class  college  graduates  who 
served  one  year  in  a  poverty  stricken  community  far  from  their  homes. 
Today,  60  percent  of  all  VISTA  volunteers  are  recruited  from  neigh- 
borhoods where  they  serve;  half  of  these  are  low-income  themselves, 
Nearly  fifteen  percent  are  over  fifty-five  years  old. 

This  shift  has  brought  into  the  VISTA  ranks  volunteers  who  are 
more  sensitive  to  issues  and  problems  of  their  projects  and  who  have  a 
greater  personal  interest  in  the  areas  in  which  they  serve.  For  in- 
stance, in  this  past  two  years,  through  a  grant  with  the  National 
Training  and  Information  Center,  locally  recruited  VISTA  volun- 
teers have  worked  in  their  own  communities,  with  technical  assist- 
ance from  NTIC,  in  projects  designed  to  prevent  further  economic  de- 
cline by  attracting  the  resources  of  the  private  sector  to  the  communi- 
ties. In  Denver,  for  example,  two  VISTA  volunteers  worked  with  or- 
ganized neighborhood  groups  and  the  comprehensive  loan  companies 
and  local  Savings  and  Loan  Associations,  bringing  about  comprehen- 
sive commitments  and  cooperative  efforts  in  northeast  Denver  for  the 
first  time. 

Projects  involving  VISTA  volunteers  are  presently  aimed  at  im- 
proving the  quality  of  life  in  seven  areas  of  basic  human  need :  health 
and  nutrition  (14  percent),  housing  (20  percent),  energy  and  appro- 
priate technology  (11  percent),  education  (13  percent),  economic  de- 
velopment (7  percent),  legal  rights  (10  percent)  and  community 
services  (25  percent). 
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NATIONAL  CENTER  FOR  SERVICE  LEARNING 

The  National  Center  for  Service  Learning  (NCSL)  is  the  only  na- 
tional resource  center  and  information  clearinghouse  for  service- 
learning  in  the  country.  It  offers  training  and  technical  assistance  to 
high  schools  and  colleges  in  developing  and  sponsoring  programs  in- 
volving students  in  community  service-learning  programs. 

The  concept  of  service-learning  embraces  a  dual  purpose :  to  involve 
students  in  efforts  to  solve  community  problems  and  to  develop  an 
understanding  of  service  to  society  as  a  right  and  responsibility  of 
citizenship.  Service-learning  programs  offer  secondary  and  post  sec- 
ondary students  throughout  the  country  opportunities  to  participate 
in  volunteer  activities  that  address  local  community  needs.  These  proj- 
ects range  from  energy  conservation  and  consumer  eduction,  to  tutor- 
ing inner  city  youth  and  working  in  community  gardens.  Service- 
learning  focuses  the  skills  and  energies  of  students  on  the  problems  of 
low-income  communities  and  the  basic  human  needs  of  their  residents, 
while  providing  students  the  opportunity  for  personal  growth  and  ac- 
tive learning  in  the  community. 

The  National  Center  for  Service-Learning  provides  technical 
assistance  to  service-learning  projects  throughout  the  country  in  an 
effort  to  strengthen  their  programs  and  encourage  them  to  focus  on 
the  needs  of  low-income  people.  The  National  Center  attempts  to 
promote  the  concept  of  service-learning  as  an  effective  community 
development  and  educational  strategy,  to  increase  the  number  of 
service- learning  programs ;  and  to  build  a  network  of  program  coordi- 
nators. This  is  achieved  through  training  seminars,  publications,  re- 
search and  consultant  services,  and  the  conducting  of  demonstration 
projects  to  show  new  ways  in  which  service-learning  can  be  used  to 
benefit  communities  and  students. 

The  University  Year  for  ACTION  (UYA),  also  managed  under 
NCSL,  provides  college  students  with  full-time  volunteer  opportuni- 
ties in  anti-poverty  projects  in  their  own  communities.  The  program 
provides  students  with  an  experience-based  education  for  which  they 
receive  academic  credit.  Some  examples  of  UYA  volunteer  assign- 
ments are  projects  in  mental  health  and  retardation,  youth  service, 
housing  rehabilitation,  early  childhood  education,  delinquency  and 
crime  prevention,  remedial  eduaction,  recreation  and  senior  citizen 
programs. 

SPECIAL  VOLUNTEER  PROGRAMS 

ACTION'S  Special  Volunteer  Programs  are  designed  to  encourage 
participation  in  volunteer  services  and  to  demonstrate  and  replicate 
innovative  volunteer  and  citizen  participation  efforts.  ACTION  has 
three  areas  in  this  Program.  First,  Voluntary  Citizens  Participation 
provides  a  coordination  point  in  state  government  for  assistance  to 
state  and  local  agencies,  elected  officials  and  private  voluntary  organ- 
izations and  groups  in  the  development,  coordination  and  administra- 
tion of  productive  volunteer  and  citizen  participation  initiatives.  Sec- 
ond, Volunteer  Demonstration  Programs  explore  areas  of  human  and 
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social  concern  where  citizens,  as  volunteers,  can  contribute  toward 
individual  self-reliance  and  community  self-sufficiency.  ACTION 
develops  and  tests  program  models  that,  if  successful,  will  be  inte- 
grated into  other  programs  or  may  form  the  basis  of  new  initiatives. 
Projects  under  this  area  include  activities  in  independent  living,  serv- 
ice-learning, energy  and  economic  development.  Third,  Fixed  Income 
Consumer  Counseling  provides  volunteer  assistance  which  will  enable 
individuals  and  families  with  limited  incomes  to  expand  and/or  maxi- 
mize the  use  of  available  financial  resources  by  gaining  access  to  en- 
titlements, organizing  citizen  responses  to  common  problems,  and 
coordinating  available  consumer  assistance  resources. 

Explanation 

authorization  of  appropriations 

H.K.  3292,  as  amended,  extends  for  three  years  the  authorization  of 
appropriations  for  Title  I  of  the  Domestic  Volunteer  Service  Act, 
which  encompasses  VISTA,  Service-Learning  Programs  and  Special 
Volunteer  Programs.  It  authorizes  such  sums  as  may  be  necessary  for 
fiscal  years  1982,  1983  and  1984.  In  addition,  the  bill  provides  that  no 
less  than  83  percent  of  the  appropriations  for  title  I  of  the  Act  must 
first  be  made  available  to  the  VISTA  program. 

By  supporting  an  authorization  of  "such  sums"  for  title  I  in  fiscal 
year  1982.  it  is  not  the  intention  of  the  committee  to  indicate  support 
for  a  reduction  of  the  level  of  funding  which  will  be  current  at  the 
end  of  fiscal  year  1981. 

VISTA  SUPPORT 

By  setting  a  floor  of  83  percent  of  the  title  I  appropriations  for  the 
VISTA  program,  the  committee  intends  to  assure  the  continuance  of 
the  VISTA  program.  The  committee  notes,  with  strong  disapproval, 
the  plans  of  the  ACTION  agency  to  eliminate  the  VISTA  program 
by  the  end  of  fiscal  year  1983.  The  agency  offers  as  justification  for 
this  action  that  VISTA  costs  more  per  volunteer  than  any  other 
ACTION  domestic  program  and  that  VISTA  has  had  limited  lasting 
success  in  its  projects.  The  agency  has  presented  no  data,  however, 
which  indicates  that  VISTA  is  not  cost-effective,  nor  any  information 
to  substantiate  its  claim  that  VISTA  projects  have  no  lasting  effect  on 
the  people  or  communities  they  serve.  On  the  other  hand,  the  commit- 
tee heard  extensive  testimony  to  the  contrary,  confirming  the  evidence 
that  has  persuaded  Congress  to  continue  the  VISTA  program  for 
more  than  a  decade. 

Although  VISTA  volunteers  cost  more  than  other  ACTION  do- 
mestic volunteers,  thev  are  ACTION'S  only  full-time  domestic  volun- 
teers and,  thus,  are  able  to  provide  service  beyond  the  capacity  of  other 
volunteers.  They  are  required  to  serve  without  regard  to  normal  work- 
ing hours,  often  being  on  call  24  hours  a  day,  and  to  live  within  the 
community  in  which  they  work.  They  receive  a  stipend  which  supports 
them  at  the  subsistence  level.  Without  this  stipend  for  subsistence, 
volunteers  would  be  unable  to  devote  full-time  to  their  assignments. 
According  to  ACTION  agency  reports,  for  the  $7800  in  stipend, 
training  and  administrative  costs  that  ACTION  spends  on  each 
VISTA  volunteer  in  a  year,  an  average  of  15  full-time  non- ACTION 
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VISTA  volunteers  have  worked  with  the  Area  Agencies  on  Aging  and 
with  RSVP  volunteers  to  coordinate  weatherization  efforts  statewide. 

VISTA  effectiveness  in  institutionalizing  its  projects  is  indicated 
by  the  fiscal  year  1982  budget  estimate,  submitted  to  Congress  by 
ACTION,  which  states  that  "In  fiscal  year  1980,  74  percent  of  the 
programs  terminating  their  VISTA  support  were  continued  by  the 
local  communities." 


VISTA  STANDARD  PROJECTS  INSTITUTIONALIZED,  FISCAL  YEAR  1980 
[As  of  Sept.  30,  19801 


Number  of  pnjects 
continur  fter 
Number  of  projects       VISTA  ort 


Region: 

I.      18  12 

II   -  11  6 

III    17  13 

IV   22  18 

V    25  22 

VI     9  7 

VII    33  24 

VIII   6  6 

IX   9  5 

X        33  22 


Total     183  1 135 


1  74  percent  of  all  projects  terminating  VISTA  funding. 
Source:  Region  reports,  ACTION  agency. 

In  addition  to  VISTA  programs  that  are  institutionalized,  the  com- 
mittee heard  testimony  on  numerous  examples  of  projects  completed  in 
the  term  of  a  VISTA  volunteer,  or  in  the  VISTA  funding  cycle,  which 
also  have  had  lasting  effects.  One  witness  before  the  Subcommittee  told 
of  a  senior  VISTA  volunteer,  assigned  to  a  rural  Kentucky  town,  who 
discovered  that  many  of  its  citizens  had  no  more  than  a  third  grade 
education.  The  VISTA  volunteer  organized  adult  education  groups  and 
before  she  left  the  town,  113  of  its  cabins  had  high  school  equivalency 
certificates  on  their  walls.  Those  people  had  qualified  for  jobs,  for 
trucking  permits  and  driver's  licenses,  and  had  changed  the  economic 
level  of  that  community. 

The  committee  finds  that  over  the  sixteen  years  of  its  existence  the 
VISTA  program  has  evolved  to  more  accurately  reflect  the  profile  and 
needs  of  its  constituency.  In  1965,  VISTA  volunteers  were  primarily 
white,  middle-class,  college-aged  people  who  spent  one  year  in  a  poor 
community  away  from  their  homes.  Today,  40  percent  of  the  volunteers 
are  minorities,  and  15  percent  are  over  60  years  old.  More  importantly, 
60  percent  of  all  volunteers  are  recruited  from  the  communities  in 
which  they  serve,  and  half  of  those  are  low-income.  These  volunteers 
stay  in  their  communities  after  their  VISTA  terms  and  continue  to 
serve.  In  this  way,  VISTA  programs  not  only  are  serving  the  needs  of 
the  community  through  specific  projects,  but  they  also  are  developing 
the  skills  of  community  residents,  thereby  nurturing  local  leadership 
capacity  and  community  self-sufficiency. 

When  asked  if  the  VISTA  program  would  be  replaced  with  a  new 
program,  ACTION  agency  officials  testified  that  they  were  considering 
new  initiatives  such  as  programs  for  drug  abuse,  teenage  runaways  and 
Vietnam  veterans,  but  they  offered  no  details.  The  committee  notes  that 
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these  new  initiatives,  while  worthwhile,  may  not,  unless  carefully 
developed,  be  consistent  with  the  VISTA  mandate  to  perform  mean- 
ingful service  where  the  application  of  human  talent  and  dedication 
may  assist  in  the  solution  of  poverty  and  poverty  related  problems. 
Historically,  the  intent  of  Congress  to  mandate  priority  to  poverty 
related  programs  under  title  I  of  the  Act  has  been  clear.  The  committee 
feels  that  in  these  times  of  budget  cuts  and  emphasis  on  local  control,  a 
full-time  volunteer  service  program  which  exemplifies  the  tradition  of 
self-help  and  cooperative  efforts  to  combat  poverty  is  more  essential 
and  appropriate  than  ever  before. 

SERVICE -LEARNING  PROGRAMS 

The  bill  amends  the  Act  to  eliminate  the  funding  restriction  of  22 
percent  of  the  first  $4,000,000  of  appropriations  made  under  part  B  of 
the  Act  for  programs  other  than  the  University  Year  for  ACTION 
(UYA)  program.  This  amendment  authorizes  allocation  of  grants  and 
contracts  under  part  B  of  title  I  to  be  made  at  the  discretion  of  the 
Director  of  the  ACTION  agency. 

While  eliminating  the  set-aside  for  UYA,  the  committee  recog- 
nizes the  value  of  the  program  and  recommends  that  in  the  future 
serious  consideration  be  given  to  funding  new  projects  under  UYA. 
The  committee  notes  with  approval  ACTION  agency  assurances  that 
they  intend  to  fulfill  commitments  to  currently  funded  UYA  proj- 
ects. The  committee  intends  that  no  UYA  project  will  be  terminated 
prior  to  its  anticipated  expiration  date. 
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CHILD  ABUSE  PREVENTION  AND  TREATMENT  AND  ADOPTION  REFORM  ACT 


The  Committee  bill  establishes  an  authorization  level  of 
$19.2  million  for  fiscal  year  1982  for  the  operation  of  the 
National  Center  on  Child  Abuse  and  Neglect.     The  authorization 
level  for  the  line  item  sexual  abuse  programs  is  $3.0  million 
for  fiscal  year  1982.     The  Committee  bill  further  establishes 
an  authorization  level  of  $3.5  for  activities  under  Title  II, 
the  Adoption  Opportunities  Act  of  1978.     These  authorization 
levels  represent  a  reduction  of  approximately  14  percent  from 
the  Congressional  Budget  Office  1982  current  services  level. 

Since  the  Child  Abuse  Prevention  and  Treatment  and  Adoption 
Reform  Act  would  expire  fiscal  year  1981,  the  Committee  bill  also 
extends  and  reauthorizes  the  Act  for  an  additional  five  years,  as 
reported  by  the  Committee  in  HR  2318,  the  Child  Abuse  Prevention 
and  Treatment  Amendments  of  1981  and  described  in  the  text  of 
House  Committee  Report  No.   97-66,   the  applicable  text  of  which 
follows : 
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Purpose 

H.R.  2318  extends  authorizations  of  appropriations  for  programs 
established  in  the  Child  Abuse  Prevention  and  Treatment  Act  and 
in  the  Child  Abuse  Prevention  and  Treatment  and  Adoption  Reform 
Act  of  1978  for  five  additional  years — that  is  through  the  fiscal  vear 
ending  September  30,  1986.  In  addition  the  bill  authorizes  $30,428,000 
for  such  programs  for  the  fiscal  year  ending  September  30,  1982.  For 
each  year  thereafter,  the  bill  authorizes  an  8%  increase  a  year  over 
this  amount  in  authorization  levels  for  the  four  succeeding  years.  This 
represents  a  very  conservative  estimate  of  the  inflationary  increase 
for  the  next  four  years.  Furthermore  these  authorizations  begin  at 
a  level  which  represents  a  22%  reduction  from  current  levels. 

H.R.  2318  further  amends  the  Child  Abuse  Prevention  and  Treat- 
ment Act  by  adding  a  provision  prohibiting  persons  responsible  for 
the  administration  of  residential  institutions  from  taking  adverse 
employment  action  against  any  individual  who  reports  child  abuse 
or  neglect  in  that  institution.  In  addition,  H.R.  2318  contains  a  tech- 
nical amendment  to  Title  II  of  the  Child  Abuse  Prevention  and  Treat- 
ment and  Adoption  Reform  Act  of  1978  (42  U.S.C.  5111  et.  seq.)  by 
redesignating  sections  201  through  205  as  sections  202  through  206 
and  inserting  a  short  title  as  section  201. 

It  is  currently  estimated  that  1.5  million  children  in  this  country  are 
victims  of  abuse  and  neglect.  Moreover,  it  is  estimated  that  slightly 
less  than  2,000  children  die  each  year  under  circumstances  which  sug- 
gest child  abuse.  Prior  to  the  passage  of  the  Child  Abuse  Prevention 
and  Treatment  Act  of  1974,  there  was  no  coordinated  Federal  effort 
to  address  this  problem.  The  Members  of  the  Committee  believe  that 
this  act  should  be  extended  for  five  additional  years  in  order  to  effec- 
tively combat  this  serious  problem. 

It  is  further  the  purpose  of  this  bill  to  highlight  the  problem  of 
missing  children,  and  to  focus  the  attention  of  the  States  on  this  prob- 
lem. The  National  Center  on  Child  Abuse  and  Neglect  (NCCAN)  is 
directed  to  add  missing  children  to  its  areas  of  concern. 

It  is  also  the  purpose  of  this  bill  to  eliminate  model  adoption  leg- 
islation and  procedures,  to  provide  for  the  coordination  between  this 
Act  and  the  Adoption  Assistance  and  Child  Welfare  Act,  and  to 
eliminate  the  provisions  relating  to  a  study  of  unlicensed  adoption 
placements. 

Background 

On  January  31,  1974,  the  Child  Abuse  Prevention  and  Treatment 
Act  (P.L.  93-^247)  was  enacted  to  provide  Federal  financial  assistance 
for  the  identification,  prevention,  and  treatment  of  child  abuse  and 
neglect.  The  Act  was  amended  by  P.L.  95-266,  enacted  on  April  24, 
1978,  and  reauthorization  was  extended  through  FY  1981.  Thtv original 
act  provided  for  the  establishment  of  a  National  Center  on  Child  Abuse 
and  Neglect  to  collect  and  disseminate  information  on  the  subject  as 
well  as  the  incidence  of  child  abuse  and  neglect.  In  addition,  it  man- 
dated the  creation  of  an  Advisory  Board  on  Child  Abuse  and  Neglect 
to  assist  the  Secretary  of  Health  and  Human  Services  m  coordinating 
Federal  programs  relating  to  child  abuse  and  neglect  and  m  develop- 
ing Federal  standards  for  programs  dealing  in  this  area.  Funding  was 
made  available  for  proiect  grants  and  research  contracts  designed  to 
assist  in  the  identification,  prevention,  and  treatment  of  child  abuse 
and  neglect.  These  projects  were  to  include:  research  projects,  tech- 
nical assistance  to  public  and  nonprofit  private  agencies  and  oreaniza- 
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tions,  and  demonstration  programs  and  projects  to  develop  multidisci- 
plinary  training  programs,  establish  and  maintain  centers  to  provide 
support  services,  provide  technical  and  other  assistance  to  profession- 
als, and  support  other  innovative  programs  designed  to  identify  and 
treat  child  abuse  and  neglect.  In  the  1978  amendments  the  center's 
grant-making  authority  was  expanded  to  include  grants  and  contracts 
to  ongoing  service  programs  dealing  directly  with  child  abuse  and 
neglect  victims  and  their  families. 

Grants  are  also  available  to  States  which  meet  the  requirements 
under  Sec.  4(b)  (2)  of  the  act.  Requirements  for  eligibility  under  the 
State  grant  program  include  implementation  of  a  State  program 
which  provides  for  reporting  of  known  or  suspected  instances  of  child 
abuse  and  neglect;  investigation  of  such  reports  by  properly  consti- 
tuted authorities;  provision  of  protective  and  treatment  services  to 
endangered  children;  effective  administrative  procedures  and  person- 
nel to  deal  with  child  abuse  and  neglect;  immunity  provisions  for 
persons  reporting  suspected  instances  of  abuse  and  neglect  in  good 
faith;  preservation  of  confidentiality  of  records  with  criminal  sanc- 
tions for  those  illegally  disseminating  such  records;  cooperation  be- 
tween agencies  dealing  with  child  abuse  and  neglect  cases;  appoint- 
ment of  a  guardian  ad  litem  to  represent  an  abused  or  neglected  child 
in  a  judicial  proceeding;  and  public  dissemination  of  information  on 
the  problems,  incidence,  and  other  related  information  assisting  in  the 
identification,  prevention,  and  treatment  of  child  abuse  and  neglect. 
The  States  are  also  required  to  give  special  preference  in  providing 
funds  to  parental  self-help  organizations  dealing  with  child  abuse  and 
neglect.  The  amount  of  funding  available  to  States  is  based  on  criteria 
established  by  the  Secretary  to  achieve  an  equitable  distribution  of 
funds  among  the  States  and  localities.  No  formula  for  allocation  is 
specified  in  the  law  although  the  law  requires,  that  to  the  extent  pos- 
sible, each  State  should  receive  some  assistance. 

Activities  under  the  act  are  administered  through  the  Office  of  the 
Assistant  Secretary  for  Human  Development  Services,  Department  of 
Health  and  Human  Services,  Administration  on  Children,  Youth  and 
Families,  by  the  Director  of  the  National  Center  on  Child  Abuse  and 
Neglect  (NCCAN),  which  is  located  in  the  Children's  Bureau.  The 
following  table  shows  the  authorization  and  appropriation  levels  for 
the  act  since  its  enactment  in  1974. 

TABLE  1.— AUTHORIZATION  AND  APPROPRIATION  LEVELS  FOR  THE  CHILD  ABUSE  PREVENTION 
AND  TREATMENT  ACT 

[In  thousands] 

Authorizations  Appropriations 


Fiscal  year— 


1974...   $15,000  $4,500 

1975   20, 000  15, 000 

1976   25, 000  18, 928 

1977   25,000  18,928 

1978      ._      «  28,  000  18, 928 

1979      i  31,  000  18,928 

1980  _.  _       134,000  2  22,928 

1981..    _     1  34,000  2  22,928 


1  The  1978  amendments  specified  separate  authorizations  through  fiscal  year  1981  for  programs  relating  to  child  sexual 
abuse.  These  amounts  were:  $3,000,000  for  fiscal  year  1978,  $3,500,000  for  fiscal  year  1979,  and  $4,000,000  each  for  fiscal 
year  1980  and  fiscal  year  1981.  These  authorizations  are  reflected  in  the  totals  for  these  years. 

2  Congress  appropriated  the  separately  authorized  funds  for  programs  relating  to  child  sexual  abuse  beginning  in  fiscal 
year  1980.  This  $4,000,000  is  reflected  in  the  total  appropriation  figure.  For  a  description  of  activities  in  this  area,  see 
the  section  on  child  sexual  abuse,  below. 
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Summary  of  activities  under  P.L.  93-2^7  and  P.L.  95-266,  Research 
Demonstration,  and  Service  Grants 

The  National  Center  on  Child  Abuse  and  Neglect  has  supported  a 
number  of  research  and  demonstration  projects  directed  at  preventing, 
detecting,  and  treating  child  abuse.  These  have  included  demonstra- 
tion treatment  centers  in  which  interdisciplinary  teams  of  profes- 
sionals coordinate  and  manage  services  such  as  child  protective  inves- 
tigations, family  assessments,  and  parent-counseling  hotlines;  and 
regional  resource  projects,  which  provide  training  and  technical  assist- 
ance to  States  and  localities  to  help  assess,  coordinate,  and  improve 
services  relating  to  child  abuse  and  neglect. 

The  1978  amendments  (P.L.  95-266)  made  a  number  of  changes  in 
the  grants  program.  These  include  the  addition  of  ongoing  service  pro- 
grams as  eligible  grant  recipients,  authorization  for  research  grants  to 
be  made  for  periods  of  up  to  3  years  to  allow  for  long-term  projects, 
and  a  requirement  that  the  National  Center  on  Child  Abuse  and  Ne- 
glect publish  its  project  priorities  in  the  Federal  Register.  In  May 
1979  the  Center  announced  in  the  Federal  Register  that  its  program 
emphases  for  FY79  and  FY80  were  to  be  on  protection  for  children 
in  residential  institutions,  primary  and  secondary  prevention  of  child 
abuse  and  neglect,  and  the  treatment  of  child  sexual  abuse.  Primary 
prevention  was  defined  as  the  provision  of  educational  and  social  serv- 
ices to  families  to  help  them  manage  their  childrearing  responsibili- 
ties, and  thus  reduce  the  likelihood  of  child  abuse  and  neglect.  Second- 
ary prevention  was  defined  as  efforts  to  encourage  families  that  are 
"at  risk"  of  child  abuse  or  neglect,  but  have  not  yet  been  abusive  or 
neglectful,  to  take  self-initiated  action  to  get  help.  In  FY  1979, 
NCCAN  awarded  grants  to  11  primary  prevention  and  6  secondary 
prevention  (parental  self -referral)  service  projects.  In  FY  1980 
NCCAN  supported  3  research  projects  studying  the  abuse  and  neglect 
of  children  in  residential  institutions. 

The  following  table  shows  how  funds  under  the  Act  have  been  budg- 
eted for  fiscal  years  1978, 1979,  and  1980. 


TABLE  2. — ACTIVITIES  FUNDED  UNDER  THE  CHILD  ABUSE  PREVENTION  AND  TREATMENT  ACT  IN  FISCAL 

YEARS  1978.  1979,  AND  1980 


1978 

1979 

1980 

Demonstration/service  improvement.  

Traininp/technical  assistance  

Information  dissemination   

State  prants  

Projects  related  to  child  sexual  abuse  (separate  appropriation) 

$2, 420,  362 
» 7,  423, 230 

3,  445,  275 
960, 014 

4, 732, 000 

$1,231,991 
12  8, 937,  222 
3,  688,  347 
370, 040 
4,732,000 

$2,  843, 000 

2  6,  203,  000 
3, 449,  000 

756,000 
5, 678, 000 

3  4, 000, 000 

Total  

1 18,  980,  881 

>  18,959,600 

22, 929,000 

1  Includes  funds  transferred  in  from  other  DHHS  accounts. 

2  Includes  administrative  costs  of  project  peer  review  panels. 

1  For  a  further  breakdown  of  how  these  earmarked  funds  are  to  be  allocated,  see  child  sexual  abuse  below. 


State  grant  program 
The  number  of  States  and  territories  eligible  for  funding  under  the 
State  grant  program  has  increased  from  3  in  FY74,  the  first  year  the 
grants  were  awarded,  to  46  in  FY80.  (This  figure  includes  41  States, 
the  District  of  Columbia,  Puerto  Rico,  Guam,  American  Samoa,  and 
the  Virgin  Islands.)  Approximately  $19  thousand  was  awarded  to  the 
3  States  qualifvin*?  under  the  State  grant  program  in  1974.  In  1980. 
this  figure  was  $5,678,000. 
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TABLE  3.-CHILD  ABUSE  PREVENTION  AND  TREATMENT  ACT  STATE  GRANT  PROGRAM 
STATE  GRANTS— FY  1974-FY  1980 

Number  of  eligible 

States  and         Total  Amount 

Fiscal  Year                                                                                   Territories  Awarded 

1974  !  .                                        8  $19,335 

1975                                                                                                            16  850, 700 

1976*....                                                                                                      29  3,778,035 

1977                                                                                                            42  3, 785, 660 

1978                                                                                                          "47  4,732,000 

1979                                                                                                              46  4,732,000 

1980                                                                                                          "46  5, 678, 000 

•Includes  transition  quarter  funds. 

» Three  States  were  designated  as  conditionally  eligible  in  FY  1978,  contingent  on  the  provision  of  additional  information. 
This  clarification  was  never  submitted,  so  these  3  States  were  declared  ineligible  in  FY  1979. 

TABLE  4 —CHILD  ABUSE  PREVENTION  AND  TREATMENT  ACT,  STATE  GRANT  PROGRAM— STATE  GRANT  AWARDS, 

FISCAL  YEAR  1974  TO  1980 

Transi- 
tion 

State                                   1974        1975        1976     quarter        1977        1978        1979  1980 

Alabama                                                     $66,187    $47,818    $82,093    $96,232    $94,466  $146,790 

Alaska   1 35, 269    

American  Samoa                                                                       26,712      26,919      25,856  39,015 

Arkansas                                        $36,800      45,659      35,971      56,736      66,059      67,339  99,480 

California                                                    256,283    170,215    332,835    410,767    431,353  651,654 

Colorado                                                                                   63,874      74,803      77,607  115,218 

Connecticut                                        44,700      56,934      41,875      70,399      78,744      80,036  117,160 

Delaware                                                      27,309           («)    33,989      36,562      36,261  53,529 

District  of  Columbia                                                                   34,759      37,178      36,979  53,918 

Florida                                                                                  136,560     163,968    177,841  253,748 

Georgia                                                        84,265      58,613     104,188    124,065     128,005  188,757 

Guam                                                                                               28,779      27,577  42,872 

Hawaii                               $2,514      27,200      30,963      26,676      38,574      43,151      42,775  64,118 

Illinois                                             112,800     158,443     102,648     195,437     231,458    235,032  351,477 

Indiana   1  125,974   

Iowa                                                                                                78,005      80,256  117,354 

Ka.isas                                                        46,826      35,980      58,059      66,428      68,554  100,160 

Kentucky                                                                               77,334      90,813      93,670  138,727 

Louisiana                                                     71,940      51,156      89,121     106,700    110,065  163,207 

Maine                                             28,600      33,180      27,955      41,257      46,107      46,197  68,393 

Massachusetts.                                    65,800      88,775      60,981     109,371     124,004     129,496  184,774 

Michigan                                                     139,316      58,613     171,396    199,191     208,543  303, 390 

Minnesota                                          53,400      70,309      49,877      86,870      99,619     103,551  150,967 

Mississippi..                                                                           64,886      76,096      76,331  115,703 

Missouri.                                         58,100      77,462      39,579      95,575    110,333    115,640  57,634 

Montana                                                                                                             40,667  60,427 

Nebraska.                                                                                48,460      54,482      55,085  81,118 

Nevada      »  38,040   

New  Hampshire                                   26,600      30,148      26,108      37,500      41,612      41,836  62,078 

New  jersey                                                  108,331      72,416    133,427     153,931     157,593  231,793 

New  Mexico                                                                                44,781           (3)      51,441  76,942 

New  York                             12,422     161,700     231,806     146,575     285,198     332,323    337,455  451,070 

North  Carolina  f.                                                107, 634    127,  822     132, 366  194, 294 

North  Dakota                                     25,  500      28,  243      24, 901      35, 130      38,  348      37, 972  56,  444 

Ohio                                                                                        109,905     221,482     226,176  337,197 

Oklahoma                                            41,100      52,192      39,318      64,821      76,342      79,263  116,771 

Puerto  Rico                                                        65,643      51,819      83,445     104,730      96,706  163,402 

Rhode  Island                                                  31,042      26,487      38,498      41,858      41,781  61,398 

South  Carolina                                                                             70,638      82,808      84,838  125,514 

South  Dakota                                                  28,748      25,232      35,790      39,026      38,800  57,415 

Tennessee                             4,399      53,600      70,581      50,635      87,400    103,929     108,188  158,545 

Texas                                                              139,316      91,284     219,090    276,287     284,186  434,829 

Utah                                                 31,200      37,224      30,677      46,439      55,467      56,961  86,559 

Vermont                                          23,900      25,988      23,528      32,358      35,023      34,660  51,392 

Virgin  Islands                                                                           26,399      28,299      27,175  41,036 

Virginia                                            59,700      80,572      56,411      99,667     117,969     121,768  177,294 

Washington                                                       62,339      45,663      77,400      91,552      95,989  144,069 

West  Virginia                                                                            51,619      59,531      59,942  89,862 

Wyoming                                                                                             33,915      33,722  50,906 

1  Alaska,  Indiana,  and  Nevada  were  conditionally  eligible  in  fiscal  year  1978,  and  further  information  was  requested  by 
the  National  Center  on  Child  Abuse  and  Neglect.  This  information  was  never  received,  and  the  3  States  were  again  placed 
in  an  ineligible  status.  Their  State  grants  were  never  awarded,  and  the  funds  were  subsequently  returned  to  the  U.S. 
Treasury. 

2  Applied  too  late  for  transition  quarter. 

3  New  Mexico  was  found  to  be  eligible  for  a  fiscal  year  1977  award,  but  the  National  Center  on  Child  Abuse  and  Neglect 
later  challenged  its  compliance  with  all  the  State  requirements.  There  was  a  lapse  of  a  year  before  the  State's  eligibility 
was  clarified  and  funding  resumed.  Thus,  no  funds  were  awarded  to  New  Mexico  in  fiscal  year  1978. 
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The  original  Act  provided  that  up  to  20  percent  of  appropriated 
funds  could  go  toward  the  State  grant  program.  By  1977,  when  reau- 
thorization of  the  act  was  being  considered,  there  was  concern  that 
as  more  States  became  eligible  for  State  grants,  the  amount  of  funding 
for  each  State  might  diminish  because  of  the  limitation  on  State  grant 
funding  to  20  percent  of  the  total  appropriation.  Congress  responded 
by  amending  the  Act  to  provide  that  no  less  than  25  percent  of  appro- 
priated funds  go  toward  the  State  grant  program  in  fiscal  years  1978 
and  1979,  and  no  less  than  30  percent  in  fiscal  years  1980  and  1981.  The 
amendments  also  stipulated  that  if  a  State  has  failed  to  obligate  the 
funds  awarded  it  under  the  State  grant  program  within  18  months,  its 
next  award  would  be  reduced  by  that  amount.  This  was  done  in  re- 
sponse to  the  frequent  failure  of  States  to  expend  their  total  allocation. 
According  to  DHHS  sources,  it  is  not  yet  apparent  whether  this 
change  in  the  law  has  resulted  in  more  rapid  budgeting  and  spending 
by  the  States. 

Child  sexual  abuse 
The  original  Child  Abuse  Prevention  and  Treatment  Act  included 
sexual  abuse  in  the  definition  of  child  abuse,  and  in  the  1978  amend- 
ments the  definition  was  expanded  to  include  sexual  exploitation,  or 
the  use  of  children  in  pornography.  The  Congress  demonstrated  con- 
cern about  other  forms  of  child  sexual  abuse  besides  sexual  exploita- 
tion by  specifically  authorizing  appropriations,  beginning  in  1978,  for 
the  study,  treatment,  and  prevention  of  child  sexual  abuse.  Child 
sexual  abuse  was  defined  as  the  use  of  children  in  pornographic  films 
and  photographs,  and  rape,  molestation,  incest,  and  prostitution  of 
children.  The  1978  amendments  provided  separate  authorizations  of 
$3  million  for  FY78,  $3.5  million  for  FY79,  and  $4  million  each  for 
FY80  and  FY81,  specifically  for  programs  directed  at  child  sexual 
abuse.  The  FY80  appropriations  included,  for  the  first  time,  the 
authorized  $4  million  for  child  sexual  abuse -related  programs.  The 
following  table  shows  how  this  earmarked  $4  million  was  budgeted. 


Research   $210,  000 

Demonstration/service  improvement   2,  289, 000 

Training/technical  assistance   300,  000 

State  grants   1,200,000 


Total    3,999,000 


The  activities  funded  by  NCCAN  in  FY  1980  with  this  separate 
appropriation  included  4  research  projects,  6  demonstration  prevention 
projects,  14  service  improvement  projects,  and  5  treatment  training 
institutes,  which  have  been  developing  materials  and  in-service  train- 
ing programs  to  familiarize  professionals  with  issues  and  treatment 
techniques  related  to  child  sexual  abuse. 

Explanation  of  H.R.  2318,  as  Amended 

Oversight  hearings  held  on  December  2  and  4,  1980  indicated  vir- 
tually unanimous  support  for  the  extension  of  the  Child  Abuse  Pre- 
vention and  Treatment  Act,  as  amended  by  the  Child  Abuse  Preven- 
tion and  Treatment  and  Adoption  Reform  Act  of  1978  (hereinafter 
referred  to  as  the  Act).  The  hearings  were  focused  on  two  areas  of 
concern.  The  first  was  a  report  published  by  the  U.S.  General  Account- 
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ing  Office  titled  Increased  Federal  Efforts  Needed  to  Better  Identify, 
Treat,  and  Prevent  Child  Abuse  and  Neglect.  The  second  area  of  con- 
cern was  the  extent  to  which  children  were  being  exposed  to  abuse  and 
neglect  while  under  the  care  of  residential  caretakers. 

THE  GAO  REPORT 

The  G.A.O.  report  discussed  the  general  observations  of  the  prob- 
lems States  and  localities  were  having  in  identifying,  treating,  and 
preventing  child  abuse  and  neglect.  It  further  described  some  ways  the 
National  Center  on  Child  Abuse  and  Neglect  in  the  Department  of 
Health  and  Human  Services  could  better  assist  the  States  and  locali- 
ties as  they  address  the  problems.  During  their  testimony  the  authors 
of  the  report  pointed  out  that  while  the  report  was  critical,  it  should 
not  be  assumed  that  the  national  center  had  not  accomplished  some  of 
its  objectives.  In  particular,  they  cited  the  increase  in  public  awareness, 
the  fact  that  the  number  of  states  that  qualified  for  state  grants  under 
the  Act  had  risen  from  3,  in  1973  to  46  states  and  territories  at  present, 
and  the  publication  of  the  Center's  Draft  Child  Protection  Legislation 
as  examples. 

At  the  foundation  of  problems  encountered  by  the  national  center 
was  a  lack  of  support  from  the  Department  of  Health  and  Human 
Services.  Specifically  cited  was  the  lack  of  adequate  staffing.  In  addi- 
tion, the  report  indicated  that  Federal  programs  could  be  better 
coordinated. 

The  authors  of  the  GAO  report  later  concurred  with  representatives 
of  the  Department  in  the  conclusion  that  the  programs  authorized 
under  the  Act  had  been  successful  to  a  large  degree.  This  conclusion 
was  corroborated  by  testimony  of  representatives  of  Parents  Anony- 
mous, a  nation-wide  parental  self-help  organization.  The  amount  of 
professional  volunteer  services  generated  by  that  organization  through 
the  use  of  funds  authorized  under  the  Act  exceeded  the  value  of  their 
grant  two  or  threefold. 

CHILD  ABUSE  IN  RESIDENTIAL  INSTITUTIONS 

Regarding  the  abuse  and  neglect  of  children  in  residential  institu- 
tions, testimony  indicated  that  the  problem  was  widespread  and  sys- 
tematically pervaded  the  states.  The  representative  of  the  Department 
of  Justice  testified  that  the  States  were  among  the  most  blatant  abus- 
ers of  children.  The  examples  of  such  abuse  were  dramatic.  The  state 
of  Louisiana  had  for  some  time  been  in  the  practice  of  placing  children 
in  private  residential  facilities  in  Texas.  The  abusive  conditions  under 
which  these  children  lived  included  the  following : 

Children  were  found  tied  and  handcuffed  or  chained  together. 

Children  being  fed  while  lying  down,  exposing  them  to  the  risk 
of  food  being  aspirated  into  their  lungs. 

Excessive  use  of  psychotropic  drugs. 

Administrators  striking  children  with  hands  and  kitchen 
utensils. 

In  the  state  of  Pennsylvania,  at  the  Pennhurst  residential  center  the 
Federal  District  Court  for  the  Eastern  District  of  Pennsylvania  found 
that  in  1972  an  11  year  old  girl  had  been  strangled  to  death  while  tied 
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to  a  chair  in  "soft"  restraints.  In  another  example,  a  patient  had  more 
than  40  reported  injuries  during  an  11  year  time  span.  Another  parent 
noted  that  she  had  only  seen  her  child  without  an  injury  4  times  in  7 
years  of  weekly  visits. 

The  widespread  abuse  and  neglect  of  children  in  residential  institu- 
tional settings  prompted  the  committee  to  accept  a  provision  in  H.R. 
2318  which  prohibits  persons  responsible  for  administering  residential 
institutions  from  taking  adverse  employment  action  against  any  em- 
ployee who  reports  child  abuse  or  neglect  in  that  institution. 

BLOCK  GRANT 

During  reauthorization  hearings  there  was  considerable  concern 
that  the  programs  funded  under  the  Act  would  be  included  in  the 
Reagan  Administration's  proposed  Social  Services  Block  Grant  pro- 
gram. A  communication  from  Dale  Sopper,  Acting  Assistant  Secre- 
tary for  Legislation,  Department  of  Health  and  Human  Services, 
indicated  it  was  the  intent  of  the  Administration  that  under  such  a 
program,  the  State  Grant  funds  available  under  section  4(b)  would 
be  transferred  to  the  States  with  no  requirements  that  they  spend  the 
funds  for  child  abuse  activities.  Legislation  designed  to  implement 
this  proposal  had  not  been  introduced  in  the  House  by  the  time  that 
this  bill  was  reported. 

Testimony  received  during  the  reauthorization  hearing  also  dem- 
onstrated unanimous  support  for  extending  the  Act  in  its  present  form 
rather  than  in  Block  Grant.  Numerous  states  submitted  evidence  that 
the  small  state  grants  had  tended  to  operate  as  a  catalyst  to  free  up 
state  resources  that  would  not  have  been  available  to  get  an  innovative 
program  off  the  drawing  board  and  into  operation.  Examples  included 
the  state  of  Rhode  Island  whose  representative  indicated  that  the  eli- 
gibility requirements  had  been  beneficial  to  that  state.  In  addition  the 
small  state  grant  had  been  used  to  supplement  their  services.  Maine  in- 
dicated that  the  categorical  nature  of  the  programs  authorized  under 
the  Act  been  a  catalyst  for  strengthening  their  child  abuse  and  neglect 
programs,  while  allowing  the  state  to  improve  its  ability  to  respond  to 
families  in  need  without  adding  costs  to  the  state  in  so  doing. 

Vermont  cited  11  reasons  for  lauding  the  categorical  nature  of  the 
child  abuse  act.  New  Hampshire  indicated  that  its  professional  ca- 
pabilities and  resources  to  deal  with  child  maltreatment  were  still  in 
the  infancy  stage  of  development.  Illinois  Director  of  Children  and 
Family  Services,  Gregory  Coler,  testified  in  December  that  the  allo- 
cation of  federal  funds  had  been  vitally  important  to  its  child  protec- 
tion activities.  The  project  director  of  the  state  formula  grant  for  the 
Connecticut  Department  of  Children  and  Youth  Services,  Division  of 
Children  and  Protective  Services  indicated  that  "based  on  [herl  pro- 
fessional experience  in  working  in  the  area  of  child  welfare,  *  *  * 
unless  the  money  is  earmarked  for  child  abuse,  the  likelihood  of  it 
getting  to  the  State  agencies  specifically  for  that  purpose  is  not  very 
great  at  all." 
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In  light  of  the  testimony  received  in  support  of  reauthorizing  the 
Act  the  committee  decided  to  extend  the  authorization  of  appropria- 
tions for  5  additional  years. 

MISSING  CHILDREN 

According  to  the  Federal  Bureau  of  Investigation,  50,000  children 
disappear  from  their  homes  and  families  each  year.  More  than  8,000 
are  subsequently  found  dead.  The  problem  of  missing  children  is  one 
that  is  national  in  scope  and  deserving  of  attention  that  is  national  in 
scope  also. 

The  committee  unanimously  adopted  an  amendment  by  Mr.  Peyser 
which  adds  missing  children  to  the  areas  of  concern  which  the  Na- 
tioiial  Center  on  Child  Abuse  and  Neglect  is  authorized  to  address. 
Under  statutory  language  adopted  by  the  committee,  the  National 
Center  is  authorized  to  provide  technical  assistance  and  to  assist  with 
coordination  of  federal  activities  with  State  and  local  agencies  to  lo- 
cate missing  children.  In  addition,  the  Center  could  compile,  publish, 
and  disseminate  research  and  training:  materials  related  to  missing 
children,  provide  an  information  clearinghouse,  and  conduct  research 
into  the  methods  and  techniques  which  may  be  utilized  in  the  location 
of  missing  children. 

ADOPTION  OPPORTUNITIES 

Recognizing  that  the  Advisory  Panel  mandated  under  Title  II  of 
the  Act  has  completed  its  responsibilities,  Mr.  Miller  offered,  and  the 
Committee  unanimously  adopted,  an  amendment  which  would  remove 
authority  authorized  therein.  Another  outdated  provision  removed 
from  Title  II  under  this  amendment  is  the  authority  to  conduct  a 
study  of  unlicensed  adoptive  placements.  The  mandated  study  has 
been  completed. 

Subsequent  to  the  enactment  of  the  Child  Abuse  Prevention  and 
Treatment  and  Adoption  Reform  Act,  the  Child  Welfare  Act  of  1980 
was  enacted.  In  light  of  this  recently  enacted  program,  Title  II  of  the 
Child  Abuse  Act  has  been  further  amended  to  reflect  cross-references 
to  the  latter  Act  which  recognizes  that  the  two  are  directed  toward 
similar  goals  and  attempts  to  eliminate  any  undue  duplication  of  the 
two  laws. 

RELIGIOUS  BELIEFS 

Concern  has  been  expressed  regarding  the  Child  Abuse  Act  as  it 
relates  to  parents  who  decline  specified  medical  treatment  for  a  child 
in  the  course  of  the  legitimate  practice  of  a  recognized  religious  belief. 

The  Committee  believes  that  historically,  Congress  has  not  directly 
addressed  questions  of  religious  freedom  as  they  apply  to  those  who 
decline  specified  medical  treatment  for  a  child  in  the  course  of  the 
legitimate  practice  of  their  recognized  religious  beliefs.  It  is  not  the 
intent  of  this  bill  to  influence  state  law,  nor  is  it  the  intent  of  the 
Committee  to  substitute  its  judgment  for  that  of  the  states  in  this 
sensitive  area. 


ALCOHOL  AND  DRUG  ABUSE  EDUCATION  ACT 


The  Committee  bill  sets  an  authorization  level  of 
$3  million  for  fiscal  year  1982.     This  reflects  a 
reduction  of  $15  million  from  the  $18  million  author- 
ization level  of  1981. 

Since  the  Alcohol  and  Drug  Abuse  Education  Act 
would  expire  in  fiscal  year  1981,  the  Committee  bill 
also  extends  and  reauthorizes  the  Act  for  an  additional 
four  years  as  reported  by  the  Committee  in  H.R.  2644, 
the  Alcohol  and  Drug  Abuse  Education  Act  Amendments 
of  19  81,  and  described  in  the  text  of  House  Committee 
Report  97-67,  the  applicable  text  of  which  follows: 
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Purpose 

H.R.  2644,  as  amended,  authorizes  appropriations  to  encourage  the 
prevention  of  alcohol  and  drug  abuse  through  a  program  of  training 
and  technical  assistance  to  local  school  districts. 

H.K.  2644  contains  the  following  provisions : 

1.  Includes  the  prevention  of  deviant  and  destructive  behavior 
which  is  related  to  alcohol  and  drug  abuse  in  the  purpose  of  the 
act; 

2.  Specifies  that  Indian  tribes,  Indian  organizations  and  urban 
Indian  centers  are  eligible  to  participate  in  the  alcohol  and  drug 
abuse  education  program ;  and 

3.  Specifies  that  not  more  than  5  percent  of  funds  appropriated 
under  the  Act  may  be  used  for  evaluation  of  programs ;  and 

4.  Reduces  authorizations  for  appropriations  for  activities  sup- 
ported under  the  act  from  $18  million  for  fiscal  year  1981  to 
$3,000,000  for  fiscal  year  1982,  $3,240,000  for  fiscal  year  1983, 
$3,499,000  for  fiscal  year  1984,  and  $3,779,000  for  fiscal  year  1985. 


Background 

The  genesis  of  the  Alcohol  and  Dru<r  Abuse  Education  Act  was  the 
Drug  Abuse  Education  Act  of  1970  (Public  Law  91-527).  The  legis- 
lation authorized  a  3-year  grant  and  contract  program  for  re- 
search, demonstration,  and  pilot  projects  designed  to  educate  the  pub- 
lic— especially  elementary  and  secondary  school  pupils — with  regard 
to  the  abuse  of  dangerous  drugs,  and  also  authorized  a  3-year  grant 
and  contract  program  for  planning  and  conducting  community- 
oriented  education  projects  on  drug  abuse.  For  each  program,  the 
statute  authorized  budget-appropriations  of  $5  million  for  fiscal  year 
1971,  $10  million  for  fiscal  year  1972,  and  $14  million  for  fiscal  year 
1973.  Although  not  specified  in  the  act,  the  general  legislative  history 
of  the  bill  indicated  that  it  was  intended  that  the  program  be  admin- 
istered by  the  Office  of  Education. 

Also  in  1970,  Congress  enacted  another  statute  providing  for  Federal 
funding  of  drug  abuse  education  efforts.  The  Comprehensive  Drug 
Abuse  Prevention  and  Control  Act  of  1970  (Public  Law  91-513)  au- 
thorized a  similar  program  under  the  Community  Mental  Health  Cen- 
ters Act,  to  be  administered  by  the  National  Institute  of  Mental 
Health,  at  that  time  the  principal  federal  agency  in  the  drug  abuse 
treatment  and  prevention  field. 

The  Drug  Abuse  Education  Act  expired  June  30,  1974.  The  Nixon 
administration  did  not  ask  for  its  extension,  but  the  1974  budget  re- 
quest contained  an  amount  ($3  million)  for  continuation  of  the  teacher 
training  grants  funded  under  the  act.  In  keeping  with  a  general  policy 
of  consolidating  Federal  drug  abuse  prevention  activities,  the  admin- 
istration made  its  request  pursuant  to  the  authority  provided  by  the 
Drug  Abuse  Office  and  Treatment  Act  of  1972  (Public  Law  921255; 
section  410)   Under  that  legislation,  the  drug  programs  previously 

A^N?W  PLStit?te  of  M*n^  Healthhad  been 
IFZ  ft  andJhMental  Health  Divi*ion  administering  them  was 
elevated  to  institute  stetus  as  the  National  Institute  on  Drug  Abuse 
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Congress  rejected  the  consolidation  approach  in  passing  the  Alcohol 
A5>use  Education  Amendments  of  1974  (Public  Law  93- 
422).  Expanding  the  existing  program  to  include  alcohol  abuse  edu- 
cation, the  amendments  did  the  following: 

Authorized  for  drug  and  alcohol  abuse  education  programs 
appropriations  of  $26  million  for  Fiscal  Year  1975,  $30  million 
for  Fiscal  Year  1976.  and  $34  million  for  Fiscal  Year  1977. 

Stipulated  that  at  least  60  percent  of  any  funds  appropriated 
under  the  Act  must  be  used  for  programs  in  elementary  and 
secondary- schools ;  and  authorized  allocation  of  up  to  10  percent 
of  appropriated  funds  to  State  educational  agencies  for  the  costs 
of  assisting  local  education  systems  in  the  development  and  im- 
plementation of  programs. 

Authorized  the  Commissioner  of  Education  to  use  up  to  1  per- 
cent of  appropriated  funds  for  an  annual  independent  evaluation 
of  programs  assisted  under  the  act. 
Continuing  the  policy  of  the  Mxon  and  Ford  Administrations, 
the  Carter  Administration  did  not  request  renewal  of  the  act  at  the 
time  of  its  expiration  in  1977.  However,  funding  was  continued  in 
Fiscal  Year  1978  under  the  provision  of  the  General  Education  Pro- 
vision Act  that  allows  the  continuation  of  a  program  for  1  year  after 
authorization  expires  unless  Congress  acts  to  block  the  continuation. 
The  administration  subsequently  decided  to  ask  for  a  1-year  extension, 

to  cover  Fiscal  Year  1979,  and  requested  the  amount  of  the  Fiscal 
Year  1978  appropriation  ($2  million).  Congress  again  demonstrated 
support  for  the  program  by  enacting  amendments  to  extend  it  for  an 
additional  3  years,  but  with  lower  authorization. 

The  principal  provisions  of  the  1978  amendments  are  summarized 
above.  However,  in  addition  it  might  be  noted  that  the  legislation  con- 
tained language  designed  to  indicate  a  broader  conception  of  the  act's 
goals.  In  the  statement  of  purpose,  references  to  the  development  of 
curricula  and  curricula  materials  were  deleted,  the  more  general  term 
"approaches"  being  substituted,  and  the  term  "prevention"  was  in- 
serted in  appropriate  places  to  emphasize  that  the  program  is  con- 
cerned with  a  wider  range  of  activities  than  those  traditionally  associ- 
ated with  "education." 

Perspectives  on  drug  abuse  education  and/or  prevention  have 
changed  substantially  since  the  original  legislation  was  enacted  in 
1970.  Initially  conceived  along  the  lines  of  the  classic  teaching-learn- 
ing model,  the  concept  of  prevention  had  been  expanded  by  some  au- 
thorities to  include  almost  any  kind  of  effort  that  inhibits  the  non- 
therapeutic  use  of  drugs  or  alcohol.  Early  school-based  efforts  were 
characterized  for  the  most  part  by  courses  or  parts  of  courses  designed 
to  inform  directly  and  specifically  about  drugs  and  the  dangers  of 
their  use.  After  several  studies  indicated  that  such  efforts  may  have 
stimulated  rather  than  discouraged  interest  in  drugs,  a  search  for 
alternative  forms  of  prevention  was  launched.  The  1974  amendments 
reflected  the  broadening  of  the  education  concept  in  that  the  school 
and  community-based  programs  were  combined  under  a  single  author- 
ization and  the  need  for  early  intervention  programs  of  many  varie- 
ties, in  lieu  of  formal  curricula  of  informational  activities,  was 
emphasized. 
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In  September  of  1975  a  special  report  of  the  President's  Domestic 
Council,  concerning  all  Federal  drug  abuse  policies  and  activities, 
recommended  that  "greater  emphasis  be  placed  on  education  and  pre- 
vention efforts  that  promote  the  healthy  growth  of  individuals  and 
discourage  the  use  of  drugs."  However  the  thrust  of  the  recommenda- 
tion was  to  the  effect  that  such  education  and  prevention  efforts  need 
to  be  "broad-based"  and  "community-based."  The  highly  specific  drug 
abuse  educational  efforts  of  the  past  were  criticized,  and  the  following 
detailed  education/prevention  recommendations  were  made: 

1.  The  task  force  recommends  that  education  and  prevention  pro- 
grams address  the  broad  developmental  needs  of  children  and  youth, 
and  be  community  based. 

2.  The  task  force  recommends  that  Federal  media  efforts  provide 
basic  information  about  drugs,  and  emphasize  successful  and  produc- 
tive lifestyles  of  nondrug  users,  rather  than  using  scare  tactics. 

3.  The  task  force  recommends  that  the  Federal  role  in  community- 
based  prevention  be  catalytic  in  nature ;  specifically,  to  provide  train- 
ing and  technical  assistance  to  local  communities,  to  provide  materials 
and  guidebooks  to  local  programs,  and  to  make  results  of  these  evalu- 
ations available  for  use  by  other  States  and  communities. 

4.  The  task  force  recommends  that  an  overall  national  program  for 
integrating  Federal,  State,  and  local  and  private  programs  for  dealing 
with  all  behavioral  problems  in  youth  be  developed,  and  identifies  11 

separate  government  programs  which  should  be  included  in  this 
overall  review. 

Presently,  the  alcohol  and  drug  abuse  prevention  program  under 
the  Act  emphasizes  school-based  efforts.  It  is  characterized  by  short- 
term  training  sessions  (ten  days  to  two  weeks)  for  teams  from  pri- 
mary and  secondary  schools,  composed  of  teachers,  administrators, 
counselors,  psychologists,  social  workers  and  school  board  members, 
as  well  as  community  personnel.  Local  education  agencies  apply  di- 
rectly for  participation  in  the  program.  The  training  sessions  are  con- 
ducted by  an  interdisciplinary  team  out  of  the  five  regional  centers 
(Oakland,  San  Antonio,  Chicago,  Miami  and  New  York)  under  con- 
tract to  the  Department  of  Education.  Each  center  serves  ten  states. 
Another  component  of  this  program  is  the  technical  assistance  and 
field  training  portion  which  provides  weekend  or  summer  training 
and  informal  consultation  to  teams  or  individual  members. 

Teams  have  been  trained  in  every  state  and  territory.  These  teams 
come  from  some  3,000  schools  and  communities  involving  approxi- 
mately 16,000  educational  and  community  personnel.  The  programs 
set  up  by  the  teams  reach  about  one  million  people  a  year.  Teams  raise 
local  and  state  funds  to  support  their  programs.  The  federal  program 
stresses  a  flexible  approach  to  alcohol  and  drug  abuse  prevention 
adaptable  to  a  school's  particular  conditions.  The  program  operates 
on  the  assumption  that  effective  programs  must  be  designed  by  a  team 
trained  to  address  local  problems  with  local  resources. 


Explanation  of  H.R.  2644.  as  Amended 


EXTENSION 

The  hearin.es  held  on  the  Alcohol  and  Drug-  Abuse  Education  Act 
indicated  unanimous  support  for  exten-ion  of  the  program  in  its  cate- 
gorical form.  Witnesses  emphasized  that  national  polls  show  that 
parents'  and  teachers'  chief  concern  are  drug  and  alcohol  abuse  and 
discipline  in  our  schools.  They  stated  that  although  this  is  a  small 
program,  it  has  impacted  school  districts  in  every  state  of  the  union, 
reducing  the  incidence  of  drug  and  alcohol  abuse  in  schools  and  in 
the  process  energized  whole  communities  to  action.  In  its  present  form, 
witnesses  indicated  that  this  program  has  succeeded  because  it  has 
developed  models  of  cost  effectiveness  that  "would  brighten  the  spirit 
of  every  auditor." 

The  Subcommittee  was  told  repeatedly  that  the  Alcohol  and  Drug 
Abuse  Education  Program  would  most  likely  no  longer  exist  in  its 
present  form  if  it  were  consolidated  into  a  block  grant  as  proposed  by 
the  Administration.  James  Kazen.  Director  of  the  Regional  Center  in 
San  Antonio.  Texas,  stated  : 

For  the  relatively  small  appropriation  of  three  million 
dollars,  this  program  is  currently  working  with  450  -rhools  in 
36  states.  Guam  and  Puerto  Rico.  The  same  three  million  dol- 
lars divided  bv  the  50  states  and  territories  would  scatter  the 
resources.. dissipate  the  impact,  and  result  in  a  piecemeal  ap- 
proach to  the  problem  with  no  opportunity  for  sharing  suc- 
cesses across  the  nation. 

Another  witness.  Dr.  Robert  Bourdene.  Discipline  Administration, 
Letot  Academy,  Dallas.  Texas,  testified. : 

As  one  who  must  work  with  teachers  and  students.  I  am 
convinced  that  to  reduce  and/or  block  grant  Alcohol  and 
Drug  Education  funds  would  not  only  assure  a  "crop  failure", 
it  would  be  a  waste  of  the  "seeds". 

Gary  Wappes.  National  Association  of  Prevention  Professions,  also 
told  the  Subcommittee : 

The  block  grant  approach  to  sendee  funding  is.  in  general, 
consistent  with  our  position  on  local  control  and  responsi- 
bility for  program  design  and  service  delivery.  We  don't, 
however,  feel  that  a  blanket  approach  to  this  issue  is  a  respon- 
sible one.  .  .  .  those  local  efforts  should  be  supplemented  by 
cost-effective  support  systems  that  provide  training  and  tech- 
nical assistance  on  a  regional,  multi-state  basis.  This  service 
.  .  .  must  remain  a  federal  responsibility  and  function  .  .  . 
the  Act  is  consistent  with  .  .  .  local  programming  supported 
by  federal  support  for  technical  assistance  and  training. 

"Witnesses  agreed  that  the  media  campaigns  and  scarce  tactics  of 
past  years  have  been  tried  and  found  unsuccessful.  It  was  expressed 
over  and  over  again  thai  "this  program  works  .  .  .  whv  tamper  with 
it?" 
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Testimony  during  the  hearings  reported  the  following  results  of 
participation  in  the  program : 

Rochester  City  School  District  in  New  York,  Franklin  High 
School — 32  percent  decrease  in  referrals  for  drug/alcohol  incidents. 

Lafayette  High  School  in  Lafayette,  Louisiana — 80  percent  decrease 
in  drug  and  alcohol  offenses  on  campus. 

Jordan  Intermediate  School  in  Salt  Lake  City — 95  percent  decrease 
in  alcohol  and  drug  offenses  on  campus. 

Clayton  Intermediate  School  in  Salt  Lake  City — alcohol  and  drug 
offenses  on  campus  have  become  too  infrequent  to  maintain  figures  on 
them. 

Administration  witnesses  from  the  Department  of  Education  testi- 
fied that  they  were  not  failing  to  acknowledge  the  critical  nature  of  the 
problem  of  alcohol  and  drug  abuse  in  our  nation's  schools,  however, 
they  felt  that  it  was  now  time  for  the  states  to  take  over  the  responsi- 
bility of  addressing  it. 

Dr.  Patricia  O'Gorman,  Director,  Division  of  Prevention,  National 
Institute  on  Alcohol  and  Alcoholism,  testified  that  an  increasing  num- 
ber of  our  youth  are  dying  during  adolescence  as  a  result  of  the  acute 
effects  of  their  own  or  someone  else's  alcohol  used.  She  stated : 

Most  problems  indirectly  attributable  to  alcohol  (homi- 
cides, car  crashes)  have  the  highest  rates  among  young  adult 
males  aged  18-24. 

Alcohol  is  the  most  widely  used  drug  among  youth. 

87  percent  of  10-12th  graders  report  ever  having  used 
alcohol. 

32  percent  of  10-12th  graders  are  categorized  as  moderate 
to  heavy  drinkers  (15  percent  in  the  heavy  drinker  cate- 
gory). Moderate/heavier  drinkers  are  denned  as  individ- 
uals who  (1)  drink  medium  amounts  per  drinking  occasion 
at  least  once  a  week,  or  (2)  drink  large  amounts  per  drinking 
occasion  three  to  four  times  a  month.  Heavier  drinkers  are 
denned  as  individuals  who  drink  large  amounts  per  drinking  - 
occasion  at  least  once  a  week. 

Approximately  6  percent  of  high  school  seniors  report 
daily  use  of  alcohol. 

Weekened  binge  drinking  is  more  acceptable  to  high 
school  seniors  than  is  moderate  daily  drinking. 

The  proportion  of  binge  drinkers  (denned  as  individuals 
who  have  had  five  or  more  drinks  per  occasion  during  the  pre- 
ceding two  weeks)  among  high  school  seniors  increased  from 
37  percent  in  1975  to  41  percent  in  1979-1980. 

She  explained  that  NI  AAA's  efforts  are  complementary  to  the  De- 
partment of  Education's,  however,  they  focus  on  evaluating  various 
prevention  strategies  and  have  an  alcohol-specific  focus.  Also  Dr. 
O'Gorman  explained  that  NIAAA  has  undertaken  several  joint  ef- 
forts with  the  Department  of  Education. 

Dr.  Bernard  McColgan,  Chief,  Prevention  Branch,  National  Insti- 
tute on  Drug  Abuse,  told  the  Subcommittee  that  the  Institute's  pre- 
vention efforts  were  complementary  to  the  Alcohol  and  Drug  Abuse 
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Education  Program.  He  testified  that  "NIDA's  prevention  involve- 
ment was  not  concentrated  primarily  on  school  settings  but  was  tar- 
geted on  the  community  as  a  whole.  Their  primary  roles  were  knowl- 
edge development,  knowledge  dissemination,  prevention  services,  and 
the  mobilization  and  coordination  of  community  resources." 

Dr.  Dennis  Tolsma,  Assistant  Director  for  Program  Operations, 
Center  for  Health  Promotion  in  Education,  Centers  for  Disease  Con- 
trol, Atlanta,  Georgia,  provided  testimony  stating  that  "in  coopera- 
tion with  the  Alcohol,  Drug  Abuse  and  Mental  Health  Administration 
and  the  Department  of  Education,  they  are  developing,  testing  and 
promoting  community  and  school-based  alcohol  abuse  education  pro- 
grams that  have  been  shown  to  be  effective  in  changing  attitudes  and 
behavior  toward  the  abuse  of  alcoholic  beverages." 

At  the  time  of  full  committee  action  on  the  Act  we  had  not  yet 
received  the  administration's  proposed  consolidation  bill.  Therefore, 
in  light  of  the  testimony  received  in  support  of  renewal  of  the  Act, 
the  committee  decided  to  extend  the  authorization  of  appropriations 
for  4  additional  years. 

PURPOSE  OF  LEGISLATION 

The  purpose  of  the  act  was  broadened  to  include  the  prevention  of 
deviant  and  destructive  behavior  which  is  related  to  alcohol  and  drug 
abuse.  This  was  added  to  more  specifically  provide  for  the  general  pre- 
vention strategies  used  at  the  regional  training  centers  which  impact 
on  this  type  of  behavior. 

Witnesses  explained  to  the  Subcommittee  that  the  Alcohol  and  Drug 
Abuse  Education  Program  addresses  the  issue  of  prevention  through 
a  broad-based  training  approach.  Participants  in  the  training  sessions 
are  assisted  by  the  teams  at  the  regional  centers  to  address  behaviors 
of  "high  risk"  children  who  are  most  likely  to  become  involved  with 
alcohol  and  drug  abuse.  They  added  further  that  specific  goals  of  their 
plans  were  aimed  at  reducing  absenteeism,  reducing  vandalism,  im- 
proving academic  grades,  reducing  suspensions  and  expulsions  and  in- 
creasing parent  involvement  in  school  programs.  Specific  statistics 
given  were: 

In  Chicago's  Dunbar  High  School,  prior  to  training,  sus- 
pensions were  reported  at  300  per  year.  Following  training 
and  the  work  of  the  school  team  in  1978-79,  only  27  students 
were  suspended  and  in  1980  the  number  of  suspensions  was 
down  to  five. 

The  Racine,  Wisconsin  cluster  reported  an  observable  50 
percent  decrease  in  disruptive  behavior  as  manifested  by  a 
drop  in  discipline  referrals. 

Covington  Junior  High  School  in  Vancouver,  Washington 
had  a  20  percent  reduction  from  the  previous  year  in  vandal- 
ism costs. 

South  Shore  Middle  School  in  Seattle,  Washington  has  ex- 
perienced 70  percent  reductions  in  both  suspensions  and  ex- 
pulsions since  the  beginning  of  the  1980-81  school  year  as  a 
direct  result  of  team  activities. 
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Jordan  Intermediate  School  in  Salt  Lake  City  has  experi- 
enced a  98  percent  drop  in  vandalism,  a  75  percent  drop  in 
truancy,  a  90  percent  decrease  in  drop-outs,  a  50  percent  drop 
in  discipline  referrals,  and  a  95  percent  drop  in  criminal 
arrests. 

ELIGIBILITY 

In  various  sections  of  the  Act  the  eligibility  standards  for  groups 
receiving  training  from  the  five  regional  training  centers  was  broad- 
ened to  include  all  American  Indian  people  in  tribes,  Indian  orga- 
nizations and  urban  Indian  Centers.  While  Indian  groups  have  been 
participating  in  the  training  in  some  sections  of  the  country,  the  lan- 
guage which  has  been  added  will  allow  those  Indians  that  are  not  recog- 
nized by  the  Bureau  of  Indian  Affairs  to  receive  training  as  is  presently 
available  to  other  educational  and  community  personnel. 

EVALUATION  OF  PROGRAMS 

Under  present  law.  3  percent  of  the  funds  appropriated  for  this 
section  must  be  used  for  yearlv  evaluations.  H.R.  2644  increases  this 
amount  to  5%  and  states  that  the  funds  may  be  used  for  longitudinal 
evaluations  of  the  effectiveness  of  the  program.  Witnesses  indicated 
that  the  Alcohol  and  Drusr  Abuse  Education  program  is  one  which 
is  most  appropriately  evaluated  through  this  type  of  evaluation. 
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NATIONAL  INSTITUTE  OF  EDUCATION 


The  Committee  bill  sets  a  fiscal  year  1982  author- 
ization level  of  $25  million  for  the  National  Institute 
of  Education,  a  reduction  of  68  percent  from  the  current 
policy  level  for  1982. 

The  magnitude  of  this  reduction  will  require  care- 
ful assessment  of  the  Institute's  budgetary  options. 
The  Committee  assumes  that  the  amounts  authorized  will 
be  made  available  to  pursue  priority  concerns  in  educ- 
ation.    The  Committee  further  assumes  that  the  Director 
of  the  Institute  will  review  all  commitments  and  plans 
of  the  Institute  to  determine  those  necessary  to  the 
statutory  mission  of  the  Institute  to  improve  American 
education.     The  Committee  specifically  directs  that 
these  authorized  amounts  be  available  through  competitions 
for  grants  and  contracts  open  to  all  eligible  agencies, 
organizations  and  individuals  described  in  subsections  (e) 
and  (f)  of  the  Institute's  statutory  authority  under 
section  405  of  the  General  Education  Provisions  Act. 
The  Committee  bill  requires  that  no  set-aside  in  grants 
or  contracts  be  provided  for  Regional  Educational 
Laboratories  and  Research  and  Development  Centers  described 
in  subsection  405   (f)   of  the  Act.     The  bill  further  requires 
that  all  grants  made  and  contracts  entered  into  by  the 
Director  of  the  Institute  under  both  subsection  405  (e) 
and  subsection  4  05   (f)   shall  be  awarded  solely  in  accord- 
ance with  a  system  of  competitive  bidding. 


REHABILITATION  ACT 


For  the  state  grant  entitlement  under  the  Rehabilitation 
Act,  the  Committee  bill  provides  a  cap  of  $854.3  million 
in  fiscal  year  1982,  a  reduction  of  12%  from  the  currently 
authorized  entitlement  cap  for  fiscal  year  1982.  The 
funding  for  this  program  has  decreased  in  terms  of  deflated 
dollars  by  23  percent  since  1975.     This  reduction  in 
purchasing  power  has  been  accompanied  by  a  marked  decline 
each  year  in  the  number  of  handicapped  persons  receiving 
rehabilitation  services.     The  $854.3  million  entitlement 
cap,  representing  a  continuation  of  the  fiscal  year  1981 
funding  level,  is  likely  to  continue  the  trend  toward  a 
reduction  of  available  rehabilitation  services.     The  Committee 
nonetheless  expects  state  rehabilitation  agencies  to  continue 
to  give  the  highest  priority  to  serving  those  handicapped 
individuals  with  the  most  severe  handicaps. 

The  Committee  bill  provides  no  funding  for  section  14, 
evaluation,  for  fiscal  year  1982.     The  Committee  believes 
that  evaluation  contracts  should  be  closely  related  to 
the  day  to  day  operation  of  state  rehabilitation  agencies. 
The  Committee  requests  that  the  Rehabilitation  Services 
Administration  develop  an  evaluation  plan  which  focuses 
on  these  activities.     The  Committee  further  requests  that 
the  Rehabilitation  Services  Administration  work  cooperatively 
with  state  agencies  to  develop  evaluation  priorities  for 
fiscal  year  1983. 

The  Committee  bill  provides  $21,700,000  for  fiscal 
year  1982  for  section  304,  training  grants  and  contracts, 
a  reduction  of  21  percent  from  the  current  service  level 
for  1982.     The  Committee  is  aware  that  a  significant  pro- 
portion of  training  funds  has,  over  the  years,  been  used 
for  inservice  training  of  state  agency  personnel,  although 
the  possibility  exists  for  the  funding  of  inservice  training 
through  the  use  of  state  grant  funds .     The  Committee  rec- 
ognizes the  importance  during  periods  of  reduced  and  insub- 
stantial funding  for  state  agencies  of  continuing  support 
for  inservice  training  through  section  304.     The  Committee 
feels  that  a  balance  must  exist,  however,  between  the  need 
to  provide  for  a  continuing  education  of  rehabilitation 
personnel  already  in  the  field  and  the  need  to  ensure  a 
continuing  upgrading  of  those  entering  the  rehabilitation 
profession.     Sufficient  long  term  training  must  exist  to 
meet  personnel  shortage  areas,  such  as  in  the  area  of 
rehabilitation  medicine,  and  to  continue  a  supply  of 
well-trained  specialists  into  the  future.     The  Committee 
assumes  that  the  Rehabilitation  Services  Administration  will 
carefully  examine  these  priorities  in  light  of  the  reduced 
level  of  funding  available  to  carry  out  the  multiple  objec- 
tives of  training  assistance.     The  Committee  also  directs 
that  training  projects  no  longer  be  funded  by  combining 
grants  from  two  separate  fiscal  year  appropriations. 
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The  Committee  bill  provides  an  overall  cap  of  $15.4 
million  in  fiscal  year  1982  for  section  305,  Comprehensive 
Rehabilitation  Centers;   section  311,  Special  Demonstration 
Programs;   section  312,  Migratory  Workers;   section  313,  the 
Helen  Keller  National  Center;  and  section  316,  Special  Rec- 
reation Programs.     The  Committee  intends  that  priority  of 
funding  be  given  those  programs  least  likely  to  be  assumed 
under  state  agency  sponsorship.     The  Committee  recognizes, 
for  example,  that  the  Comprehensive  Rehabilitation  Centers 
and  Migratory  Workers  program  are  supported  by  grants  that 
can  be  awarded  only  through  the  state.     The  Committee 
recommends  that  no  more  than  $1  million  be  awarded  to  the 
Sigrant  worker  program  in  fiscal  year  1982  and  that  consid- 
eration be  given  to  the  possibility  of  both  the  Migratory 
Worker  program  and  the  Comprehensive  Rehabilitation  Centers 
being  assumed  under  state  agency  activity.     The  Committee 
encourages  future  funding  for  special  recreation  programs; 
the  Committee  recognizes,  however,  that  recreation  grants 
were  made  under  both  section  311   (a) (3)   and  section  316  in 
fiscal  year  1981  for  one  year  only.     The  Committee  intends 
that  in  fiscal  year  1982,   $1  million  be  available  for 
special  recreation  only  under  section  316.     The  Committee 
further  intends  that  the  Helen  Keller  Center  be  funded  at 
no  less  than  $3  million. 

The  Committee  bill  provides  $800,000  for  grants  to 
Indian  Tribes  in  fiscal  year  1982.     The  Committee  expects 
the  grant  funds  will  be  awarded  on  the  basis  of  competitive 
review,  with  all  Indian  tribes  being  permitted  to  compete. 

The  Committee  bill  authorizes  $27.8  million  for  the 
National  Institute  of  Handicapped  Research,  a  reduction  of 
27  percent  from  the  fiscal  year  1982  current  services  level. 
The  cuts  assigned  to  the  Institute  will  severely  reduce 
the  amount  and  type  of  research  funded  in  1982.     It  is  the 
intent  of  the  Committee  that  a  portion  of  these  reductions 
be  absorbed  by  the  Research  and  Training  Centers  and  the 
Rehabilitation  Engineering  Centers.     The  Committee  recog- 
nizes the  contributions  of  the  Centers  are  among  the  most 
valuable  in  the  field  of  rehabilitation  and  fully  supports 
their  continuation.     The  Committee  feels,  however,  that  the 
sharing  of  reductions  is  necessary  to  preserve  a  reasonable 
level  of  continued  funding  for  the  Institute's  other  initiatives, 
particularly  in  the  research  and  demonstration  programs.  The 
Committee,  therefore,   intends  that  no  more  than  85  percent 
of  the  appropriation  to  the  Institute  is  to  be  allotted  to 
the  Centers.     In  addition,  the  Committee  recommends  that  a 
portion  of  the  Centers'  allocation  be  set  aside  for  evaluations, 
to  be  conducted  by  agents  independent  of  the  Institute  and  its 
Centers,   to  determine  the  relevance  of  each  Center's  activities 
to  the  current  needs  and  priorities  of  the  rehabilitation 
community  and  of  the  Institute. 
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The  Committee  bill  authorizes  $5.5  million  for  Part 
B  of  Title  VI,  Projects  with  Industry  and  Business  Oppor- 
tunities for  Handicapped  Individuals  and  $18  million  for 
Independent  Living  Programs  under  Title  VII  of  the  Act  in 
fiscal  year  1982.     Both  authorizations  represent  a  continuation 
of  fiscal  year  1981  funding. 

The  Committee  bill  also  continues  a  fiscal  year  1981 
level  of  funding  of  $3.5  million  in  fiscal  year  1982  for 
client  services,  but  removes  the  set-aside  for  client 
services  in  section  112   (a)  of  the  Act. 


[STAFF  DRAFT] 
June  17,  1981 


SECTION-BY-SECTION  EXPLANATION  OF  TITLE  V 
(COMMITTEE  ON  EDUCATION  AND  LABOR) 
SUBTITLE  A- -RESTRICT  IONS  ON  APPROPRIATIONS 
EFFECT  ON  OTHER  LAWS 
Section  5101(a)  provides  that  any  provision  of  law  which 
is  not  consistent  with  the  provisions  of  subtitle  A  is 
superseded  and  shall  have  only  such  force  and  effect  during 
each  of  the  fiscal  years  1982,  1983,  and  1984  which  is 
consistent  with  subtitle  A. 

Section  5101(b)  provides  that,  notwithstanding  any 
authorization  of  appropriations  for  fiscal  year  1982,  1983, 
or  1984  contained  in  any  provision  of  law  which  is  specified 
in  subtitle  A  (including  any  authorization  of  appropriations 
contained  in  the  provisions  of  subtitle  B  and  in  the 
amendments  made  by  the  provisions  of  subtitle  B),  no  funds 
are  authorized  to  be  appropriated  in  excess  of  the 
limitations  imposed  upon  appropriations  by  subtitle  A. 

ACT  OF  MARCH  2,   1867   (HOWARD  UNIVERSITY) 
Section  5102  establishes  limits  on  appropriations  to 
carry  out  the  Act  of  March  2,  1867   (14  Stat.   439)  for  each 
of  the  fiscal  years  1982,  1983,  and  1984. 

ACT  OF  MARCH  3,   1879   (AMERICAN  PRINTING 
HOUSE  FOR  THE  BLIND) 
Section  5103  establishes  limits  on  appropriations  to 

(290) 


291 


carry  out  the  Act  of  March  3,  1879  (20  Stat.  468)  for  each 
of  the  fiscal  years  1982,  1983,  and  1984. 

ACT  OF  SEPTEMBER  23,   1950   (IMPACT  AID) 
Section  5104  provides  that  no  funds  are  authorized  to  be 
appropriated  to  carry  out  the  Act  of  September  23,  1950 
(Public  Law  815,  81st  Congress)  for  fiscal  year  1982,  1983, 
or  1984. 

ACT  OF  SEPTEMBER  30,   1950   (IMPACT  AID) 
Section  5105  establishes  limits  on  appropriations  to 
carry  out  the  Act  of  September  30,  1950  (Public  Law  874, 
81st  Congress)  for  each  of  the  fiscal  years  1982,  1983,  and 
1984,  and  makes  certain  changes  in  the  allocation  of  funds 
under  such  Act  to  accommodate  these  limits. 

ACT  OF  JUNE  18,   1954  (GALLAUDET  COLLEGE) 
Section  5106  establishes  limits  on  appropriations  to 
carry  out  the  Act  of  June  18,  1954  (68  Stat.   265)   for  each 
of  the  fiscal  years  1982,  1983,  and  1984. 

ACT  OF  DECEMBER  24,   1970   (KENDALL  SCHOOL) 
Section  5107  establishes  limits  on  appropriations  to 
carry  out  the  Act  of  December  24,  1970  (84  Stat.   1579)  for 
each  of  the  fiscal  years  1982,  1983,  and  1984. 

ACT  OF  JANUARY  2,   1975   (HERBERT  HOOVER  MEMORIAL) 
Section  5108  provides  that  no  funds  are  authorized  to  be 
appropriated  to  carry  out  the  Act  of  January  2,  1975  (88 
Stat.  1919)  for  fiscal  year  1982,  1983,  or  1984. 
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ADULT  EDUCATION  ACT 
Section  5109  establishes  limits  on  appropriations  to 
carry  out  the  Adult  Education  Act  for  each  of  the  fiscal 
years  1982,  1983,  and  1984. 

ALCOHOL  AND  DRUG  ABUSE  EDUCATION  ACT 
Section  5110  provides  that  the  total  amount  of 
appropriations  to  carry  out  the  Alcohol  and  Drug  Abuse 
Education  Act  for  each  of  the  fiscal  years  1982,  1983,  and 
1984  shall  not  exceed  the  amounts  authorized  by  the 
amendments  made  by  chapter  3  of  subtitle  B  of  title  V. 

ARTS  AND  ARTIFACTS  INDEMNITY  ACT 
Section  5111  provides  that  no  funds  are  authorized  to  be 
appropriated  to  carry  out  the  Arts  and  Artifacts  Indemnity 
Act  for  fiscal  year  1982,  1983,  or  1984. 

ASBESTOS  SCHOOL  HAZARD  DETECTION 
AND  CONTROL  ACT  OF  1980 
Section  5112  provides  that  no  funds  are  authorized  to  be 
appropriated  to  carry  out  the  Asbestos  School  Hazard 
Detection  and  Control  Act  of  1980  for  fiscal  year  1982, 
1983,  or  1984. 

BANKHEAD-JONES  ACT 
Section  5113  provides  that  no  funds  are  authorized  to  be 
appropriated  to  carry  out  section  22  of  the  Act  of  June  29, 
1935,  commonly  referred  to  as  the  Bankhead- Jones  Act,  for 
fiscal  year  1982,  1983,  or  1984. 
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CAREER  EDUCATION  INCENTIVE  ACT 
Section  5114  establishes  limits  on  appropriations  to 
carry  out  the  Career  Education  Incentive  Act  for  each  of  the 
fiscal  years  1982,  1983,  and  1984. 

CHILD  ABUSE  PREVENTION  AND  TREATMENT  ACT 
Section  5115  provides  that  the  total  amount  of 
appropriations  to  carry  out  the  Child  Abuse  Prevention  and 
Treatment  Act  for  each  of  the  fiscal  years  1982,  1983,  and 
1984  shall  not  exceed  the  amounts  authorized  by  the 
amendments  made  by  chapter  5  of  subtitle  B  of  title  V. 

CHILD  ABUSE  PREVENTION  AND 
TREATMENT  AND  ADOPTION  REFORM  ACT  OF  1978 
Section  5116  provides  that  the  total  amount  of 
appropriations  to  carry  out  title  II  of  the  Child  Abuse 
Treatment  and  Prevention  and  Adoption  Reform  Act  of  1978  for 
each  of  the  fiscal  years  1982,  1983,  and  1984  shall  not 
exceed  the  amounts  authorized  by  the  amendments  made  by 
chapter  5  of  subtitle  B  of  title  V. 

CHILD  NUTRITION  ACT  OF  1966 
Section  5117  establishes  limits  on  appropriations  to 
carry  out  various  provisions  of  the  Child  Nutrition  Act  of 
1966  for  each  of  the  fiscal  years  1982,  1983,  and  1984. 
CIVIL  RIGHTS  ACT  OF  1964 
Section  5118  establishes  limits  on  appropriations  to 
carry  out  various  provisions  of  the  Civil  Rights  Act  of  1964 
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for  each  of  the  fiscal  years  1982,  1983,  and  1984. 

COMPREHENSIVE  EMPLOYMENT  AND  TRAINING  ACT 
Section  5119  establishes  limits  on  appropriations  to 
carry  out  various  provisions  of  the  Comprehensive  Employment 
and  Training  Act  for  each  of  the  fiscal  years  1982,  1983, 
and  1984,  and  makes  certain  changes  in  the  allocation  of 
funds  under  such  Act  to  accommodate  these  limits. 

COMPREHENSIVE  OLDER  AMERICANS  ACT 
AMENDMENTS  OF  1978 
Section  5120  establishes  limits  on  appropriations  to 
carry  out  title  II  of  the  Comprehensive  Older  Americans  Act 
Amendments  of  1978  for  each  of  the  fiscal  years  1982,  1983, 
and  1984. 

DEPARTMENT  OF  EDUCATION 
Section  5121  establishes  limits  on  appropriations  for 
salaries  and  expenses  of  the  Department  of  Education  for 
each  of  the  fiscal  years  1982,  1983,  and  1984,  and  provides 
certain  requirements  with  respect  to  compliance  with  these 
limits . 

DOMESTIC  VOLUNTEER  SERVICE  ACT  OF  1973 
Section  5122  establishes  limits  on  appropriations  to 
carry  out  various  provisions  of  the  Domestic  Volunteer 
Service  Act  of  1973  for  each  of  the  fiscal  years  1982,  1983, 
and  1984. 

ECONOMIC  OPPORTUNITY  ACT  OF  1964 
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Section  5123  establishes  limits  on  appropriations  to 
carry  out  various  provisions  of  the  Economic  Opportunity  Act 
of  1964  for  each  of  the  fiscal  years  1982,  1983,  and  1984. 
EDUCATION  AMENDMENTS  OF  1976 

Section  5124  provides  that  no  funds  are  authorized  to  be 
appropriated  to  carry  out  part  D  of  title  III  of  the 
Education  Amendments  of  1976  for  fiscal  year  1982,  1983,  or 
1984. 

EDUCATION  AMENDMENTS  OF  1978 
Section  5125  establishes  limits  on  appropriations  to 
carry  out  various  provisions  of  the  Education  Amendments  of 
1978  for  each  of  the  fiscal  years  1982,  1983,  and  1984. 
EDUCATION  AMENDMENTS  OF  1980 
Section  5126  provides  that  no  funds  are  authorized  to  be 
appropriated  to  carry  out  part  D  of  title  XIII,  or  part  H  of 
title  XIII,  of  the  Education  Amendments  of  1980  for  fiscal 
year  1982,  1983,  or  1984. 

EDUCATION  OF  THE  HAND  I  CAPPED  ACT 
Section  5127  establishes  limits  on  appropriations  to 
carry  out  various  provisions  of  the  Education  of  the 
Handicapped  Act  for  each  of  the  fiscal  years  1982,  1983,  and 
1984. 

ELEMENTARY  AND  SECONDARY  EDUCATION  ACT  OF  1965 
Section  5128  establishes  limits  on  appropriations  to 
carry  out  various  provisions  of  the  Elementary  and  Secondary 
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Education  Act  of  1965  for  each  of  the  fiscal  years  1982, 
1983,  and  1984. 

GENERAL  EDUCATION  PROVISIONS  ACT 
Section  5129  establishes  limits  on  appropriations  to 
carry  out  various  provisions  of  the  General  Education 
Provisions  Act    for  each  of  the  fiscal  years  1982,  1983,  and 
1984. 

HARRY  S  TRUMAN  MEMORIAL  SCHOLARSHIP  ACT 
Section  5130  provides  that  no  funds  are  authorized  to  be 
appropriated  to  carry  out  the  Harry  S  Truman  Memorial 
Scholarship  Act  for  fiscal  year  1982,  1983,  or  1984. 

HEAD START -FOLLOW  THROUGH  ACT 
Section  5131  establishes  limits  on  appropriations  to 
carry  out  part  A  and  part  B  of  the  Headstart-Follow  Through 
Act  for  each  of  the  fiscal  years  1982,  1983,  and  1984. 

HIGHER  EDUCATION  ACT  OF  1965 
Section  5132  establishes  limits  on  appropriations  to 
carry  out  the  Higher  Education  Act  of  1965  for  each  of  the 
fiscal  years  1982,  1983,  and  1984,  and  imposes  certain 
restrictions  on  the  use  of  funds  under  such  Act  to 
accommodate  these  limits . 

HIGHER  EDUCATION  AMENDMENTS  OF  1968 
Section  5133  provides  that  no  funds  are  authorized  to  be 
appropriated  to  carry  out  the  Higher  Education  Amendments  of 
1968  for  fiscal  year  1982,  1983,  or  1984. 
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INDIAN  EDUCATION  ACT 
Section  5134  establishes  limits  on  appropriations  to 
carry  out  the  Indian  Education  Act  for  each  of  the  fiscal 
years  1982,  1983,  and  1984. 

INDOCHINA  REFUGEE  CHILDREN  ASSISTANCE  ACT  OF  1976 
Section  5135  provides  that  no  funds  are  authorized  to  be 
appropriated  to  carry  out  the  Indochina  Refugee  Children 
Assistance  Act  of  1976  for  fiscal  year  1982,  1983,  or  1984. 
JOHNSON -O'MALLEY  ACT;   SNYDER  ACT;  NAVAJO 
COMMUNITY  COLLEGE  ACT;  TR I  BALLY  CONTROLLED 
COMMUNITY  COLLEGE  ASSISTANCE  ACT  OF  1978 
Section  5136  establishes  limits  on  appropriations  to 
carry  out  the  Act  of  April  16,  1934,  commonly  referred  to  as 
the  Johnson-0 'Malley  Act,  to  carry  out  all  education 
programs  authorized  under  the  Act  of  November  2,  1921, 
commonly  referred  to  as  the  Snyder  Act  (and  not  otherwise 
expressly  authorized  by  law),  to  carry  out  the  Navajo 
Community  College  Act,  and  to  carry  out  the  Tribally 
Controlled  Community  College  Assistance  Act  of  1978,  for 
each  of  the  fiscal  years  1982,  1983,  and  1984. 

JOINT  RESOLUTION  OF  OCTOBER  19,  1972 
(ELLENDER  FELLOWSHIP  PROGRAM) 
Section  5137  establishes  limits  on  appropriations  to 
carry  out  the  Joint  Resolution  of  October  19,  1972  for  each 
of  the  fiscal  years  1982,  1983,  and  1984. 
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JUVENILE  JUSTICE  AND  DELINQUENCY  PREVENTION  ACT  OF  1974 
Section  5138  establishes  limits  on  appropriations  to 
carry  out  title  I  and  title  II  of  the  Juvenile  Justice  and 
Delinquency  Prevention  Act  of  1974  for  each  of  the  fiscal 
years  1982,  1983,  and  1984. 

LIBRARY  SERVICES  AND  CONSTRUCTION  ACT 
Section  5139  establishes  limits  on  appropriations  to 
carry  out  various  provisions  of  the  Library  Services  and 
Construction  Act  for  each  of  the  fiscal  years  1982,  1983, 
and  1984. 

MODEL  SECONDARY  SCHOOL  FOR  THE  DEAF  ACT 
Section  5140  establishes  limits  on  appropriations  to 
carry  out  the  Model  Secondary  School  for  the  Deaf  Act  for 
each  of  the  fiscal  years  1982,  1983,  and  1984. 

MUSEUM  SERVICES  ACT 
Section  5141  establishes  limits  on  appropriations  to 
carry  out  the  Museum  Services  Act  for  each  of  the  fiscal 
years  1982,  1983,  and  1984. 

NATIONAL  COMMISSION  ON  LIBRARIES 
AND  INFORMATION  SCIENCE  ACT 
Section  5142  establishes  limits  on  appropriations  to 
carry  out  the  National  Commission  on  Libraries  and 
Information  Science  Act  for  each  of  the  fiscal  years  1982, 
1983,  and  1984. 

NATIONAL  FOUNDATION  ON  THE  ARTS 
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AND  THE  HUMANITIES  ACT  OF  1965 

Section  5143  establishes  limits  on  appropriations  to 
carry  out  various  provisions  of  the  National  Foundation  on 
the  Arts  and  the  Humanities  Act  of  1965  for  each  of  the 
fiscal  years  1982,  1983,  and  1984. 

NATIONAL  TECHNICAL  INSTITUTE  FOR  THE  DEAF  ACT 

Section  5144  establishes  limits  on  appropriations  to 
carry  out  the  National  Technical  Institute  for  the  Deaf  Act 
for  each  of  the  fiscal  years  1982,  1983,  and  1984. 

OLDER  AMERICANS  ACT  OF  1965 

Section  5145  establishes  limits  on  appropriations  to 
carry  out  various  provisions  of  the  Older  Americans  Act  of 
1965  for  each  of  the  fiscal  years  1982,  1983,  and  1984. 
REFUGEE  EDUCATION  ASSISTANCE  ACT  OF  1980 

Section  5146  establishes  limits  on  appropriations  to 
carry  out  the  Refugee  Education  Assistance  Act  of  1980 
(other  than  title  V  of  such  Act)  for  each  of  the  fiscal 
years  1982,  1983,  and  1984. 

REHABILITATION  ACT  OF  1973 

Section  5147  establishes  limits  on  appropriations  to 
carry  out  various  provisions  of  the  Rehabilitation  Act  of 
1973  for  each  of  the  fiscal  years  1982,  1983,  and  1984.  Such 
section  also  provides  that,   for  the  purpose  of  computing  the 
entitlements  of  States  under  paragraph  (1)  of  section  110(a) 
of  such  Act,  the  appropriation  limits  established  in  section 
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5148  shall  be  deemed  to  be  the  amounts  authorized  to  be 
appropriated  under  section  100(b)(1). 

Such  .section  also  provides  that  the  requirement  for  the 
setting  aside  of  funds  established  in  the  first  sentence  of 
section  112(a)  of  such  Act  shall  not  have  any  force  or 
effect  for  each  of  the  fiscal  years  1982,   1983,   and  1984. 

Such  section  also  provides  that  the  requirement  for  the 
setting  aside  of  funds  established  in  the  first  sentence  of 
section  310(b)  of  such  Act  shall  not  have  any  force  or 
effect  for  each  of  the  fiscal  years  1982,  1983,  and  1984. 
RUNAWAY  AND  HOMELESS  YOUTH  ACT 

Section  5148  establishes  limits  on  appropriations  to 
carry  out  the  Runaway  and  Homeless  Youth  Act  for  each  of  the 
fiscal  years  1982,  1983,  and  1984. 

SOCIAL  SECURITY  ACT   (WORK  INCENTIVE  PROGRAM) 
Section  5149  establishes  limits  on  appropriations  to 
carry  out  part  C  of  title  IV  of  the  Social  Security  Act  for 
each  of  the  fiscal  years  1982,   1983,   and  1984.   Such  section 
also  provides  that,  notwithstanding  section  431(b)  of  the 
Social  Security  Act,  no  funds  available  for  part  C  of  title 
IV  of  such  Act  shall  be  available  for  carrying  out  the 
program  of  public  service  employment  referred  to  in  section 
432(b)(3)  of  such  Act. 

VOCATIONAL  EDUCATION  ACT  OF  1963 

Section  5150  establishes  limits  on  appropriations  to 
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carry  out  the  Vocational  Education  Act  of  1963  for  each  of 
the  fiscal  years  1982,  1983,  and  1984. 

YOUTH  CONSERVATION  CORPS  ACT  OF  1970 
Section  5151  provides  that  no  funds  are  authorized  to  be 
appropriated  to  carry  out  the  Act  of  August  13,  1970, 
commonly  referred  to  as  the  Youth  Conservation  Corps  Act  of 
1970,  for  fiscal  year  1982,  1983,  or  1984. 

SUBTITLE  B- -REAUTHOR I ZAT I  ON  OF  CERTAIN  PROGRAMS 
Chapter  1- -Amendments  to  Economic  Opportunity  Act  of  1964 
[NOTE:  For  the  section-by- section  explanation  of  the 
provisions  of  this  chapter,  see  pages  22-27  of  House  Report 
No.  97-69,  to  accompany  H.  R.  3045  (May  19,  1981).] 

Chapter  2--Amendments  to  Older  Americans  Act  of  1965 
[NOTE:  For  the  section-by- section  explanation  of  the 
provisions  of  this  chapter,  see  pages  18-24  of  House  Report 
No.  97-70,  to  accompany  H.  R.  3046  (May  19,  1981).] 
Chapter  3- -Amendments  to  Alcohol 
and  Drug  Abuse  Education  Act 
[NOTE:  For  the  section-by-section  explanation  of  the 
provisions  of  this  chapter,  see  page  11  of  House  Report  No. 
97-67,  to  accompany  H.  R.   2644  (May  19,  1981).] 
Chapter  4- -Amendments  to  Domestic 
Volunteer  Service  Act  of  1973 
[NOTE:  For  the  section-by- section  explanation  of  the 
provisions  of  this  chapter,   see  page  10  of  House  Report  No. 
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97-68,  to  accompany  H.  R.  3292  (May  19,  1981).] 

Chapter  5 --Amendments  to  Child  Abuse  Prevention  and 
Treatment  Act  and  Child  Abuse  Prevention  and 
Treatment  and  Adoption  Reform  Act  of  1978 
[NOTE:   For  the  section-by-section  explanation  of  the 
provisions  of  this  chapter,  see  pages  13-15  of  House  Report 
No.  97-66,  to  accompany  H.  R.  2318  (May  19,  1981). 
Authorization  levels  in  the  reported  bill  have  been  adjusted 
for  purposes  of  complying  with  the  directions  contained  in 
the  first  concurrent  resolution  on  the  budget  for  fiscal 
year  1982. ] 

Chapter  6- -Other  Reauthorization  Provisions 
GENERAL  EXTENSION  OF  AUTHORIZATIONS 
Section  5381  provides  that,  subject  to  the  limitations 
contained  in  subtitle  A,   such  sums  as  may  be  necessary  are 
authorized  to  be  appropriated  for  fiscal  years  1982,  1983, 
and  1984  to  carry  out  each  of  the  following  provisions  of 
law: 

(1)  parts  C,  D,  E,  and  F  of  the  Education  of  the 
Handicapped  Act; 

(2)  the  Elementary  and  Secondary  Education  Act  of 
1965; 

(3)  the  Act  of  September  30,  1950  (Public  Law  874, 
81st  Congress) ; 

(4)  the  Act  of  September  23,  1950  (Public  Law  815, 
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81st  Congress) ; 

(5)  the  General  Education  Provisions  Act; 

(6)  the  Indian  Education  .Act ; 

(7)  titles  XI,  XIV,  and  XV  of  the  Education 
Amendments  of  1978; 

(8)  the  Adult  Education  Act; 

(9)  the  Indochina  Refugee  Children  Assistance  Act  of 
1976; 

(10)  section  342  of  the  Education  Amendments  of 
1976; 

(11)  the  Asbestos  School  Hazards  Detection  and 
Control  Act; 

(12)  the  Joint  Resolution  of  October  19,  1972; 

(13)  the  Vocational  Education  Act  of  1963; 

(14)  the  Career  Education  Incentive  Act; 

(15)  title  IV  of  the  Civil  Rights  Act  of  1964; 

(16)  the  Comprehensive  Employment  and  Training  Act; 

(17)  the  Library  Services  and  Construction  Act; 

(18)  the  Navajo  Community  College  Act  and  the 
Tribally  Controlled  Community  College  Assistance  Act  of 
1978;  and 

(19)  the  Rehabilitation  Act  of  1973. 

Such  section  also  provides  that,  subject  to  the 
limitations  contained  in  subtitle  A,  there  are  authorized  to 
be  appropriated  for  fiscal  year  1984  such  sums  as  may  be 
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necessary  to  carry  out  title  II  of  the  Domestic  Volunteer 
Service  Act  of  1973. 

USE  OF  APPROPRIATED  FUNDS  UNDER 
EDUCATION  OF  THE  HANDICAPPED  ACT 
Section  5382  establishes  various  special  rules 
applicable  to  the  use  of  appropriated  funds  under  the 
Education  of  the  Handicapped  Act. 

GRANTS  AND  CONTRACTS  MADE 
BY  NATIONAL  INSTITUTE  OF  EDUCATION 
Section  5383  amends  section  405(f)  of  the  General 
Education  Provisions  Act  to  provide  that  the  Director  of  the 
National  Institute  of  Education,   in  making  grants  and 
entering  into  contracts  under  subsection  (f),  must  establish 
rules  and  procedures  under  which  grants  and  contracts  shall 
be  awarded  on  a  competitive  basis. 

Such  section  also  amends  section  405(j)  of  the  General 
Education  Provisions  Act  to  provide  that  the  Director  is  not 
required  to  set  aside,  for  grants  or  contracts  under  section 
405(f),  any  portion  of  amounts  appropriated  under  section 
405(j)  for  any  fiscal  year. 

SUBTITLE  C- -SAVINGS    IN  ENTITLEMENT  PROGRAMS 
Chapter  1- -Revision  of  Student  Loan  Program 
NEEDS  ASSESSMENT  ADJUSTMENT  FOR  OTHER 
FEDERAL  STUDENT  BENEFITS 
Section  5411  treats  certain  Social  Security  and  veterans 
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benefits  as  available  student  assistance,  rather  than  as  a 
part  of  family  income,  for  purposes  of  computing  need  under 
various  programs  of  student  aid  under  title  IV  of  the  Higher 
Education  Act  of  1965. 

INTEREST  RATES  ON  PARENT  LOANS;  ADJUSTMENT  OF,  AND 
ELIMINATION  OF  ROUNDING  FROM,   SPECIAL  ALLOWANCE 

Section  5412  raises  the  interest  rate  on  loans  to 
parents  of  students  under  part  B  of  title  IV  of  the  Higher 
Education  Act  of  1965  from  9  to  14  percent,  and  reduces  the 
special  allowance  payment  to  lenders  accordingly.  This 
section  also  eliminates  a  rounding  requirement  from  the 
computation  of  that  allowance. 

INDEPENDENT  STUDENT  LOAN  LIMITATIONS 

Section  5413  eliminates  certain  provisions  providing 
for  increased  loan  eligibility  for  independent 
undergranduate  students . 

ELIMINATION  OF  GRACE  PERIODS  AFTER  DEFERMENTS 

Section  5414  eliminates  provisions  which  delay  the 
commencement  of  repayment  of  student  loans  following  a 

deferral.     RESTRICTION  OF  DEFERMENTS  OF  REPAYMENT 
Section  5415  eliminates  all  the  provisions  allowing  for 
deferral  of  repayment  except  for  the  deferrals  allowed  while 
the  student  is  in  school  or  for  a  one-year  period  thereafter 
while  the  student  is  unemployed. 
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MINIMUM  ANNUAL  REPAYMENT 
Section  5416  increases  the  minimum  amount  which  must  be 
repaid  on  loans  under  part  B  of  title  IV  of  the  Higher 
Education  of  1965  from  $360  per  year  to  $600. 

RESTRICTION  OF    INSURANCE  PREMIUMS 
Section  5417  places  certain  limits  on  the  amount  of 
insurance  premiums  which  may  be  imposed  on  guaranteed 
student  loans. 

ASSIGNMENT  OF  COLLECTIONS 
Section  5418  requires  the  assignment  of  certain  loans 
for  collection  by  the  Federal  Government  after  an 
institution  of  higher  education  has  attempted  but  been 
-unsuccessful  in  collecting  such  loan  for  two  years. 
REDUCTION  OF  SPECIAL  ALLOWANCES  BY  AMOUNT  OF  AUTHORIZED 

ORIGINATION  FEES 
Section  5419  authorizes  lenders  to  collect  from  the 
student  borrowers  an  origination  fee  in  an  amount  not  to 
exceed  4  percent  of  the  principal  amount  of  the  loan  and 
reduces  the  special  allowance  paid  by  the  Federal  Government 
on  such  loans  by  an  amount  equal  to  the  maximum  origination 
fee  which  may  be  imposed. 

ADMINISTRATIVE  ALLOWANCE 
Section  5420  eliminates  the  authority  for  the  payment 
of  an  administrative  allowance  to  institutions  of  higher 
education  based  on  the  number  of  students  receiving 
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guaranteed  student  loans. 

EFFECTIVE  DATE 
Section  5421  provides  that,  in  general,  the  amendments 
made  by  this  chapter  shall  apply  to  loans  made  under  part  B 
of  title  IV  of  the  Higher  Education  Act  of  1965  on  or  after 
October  1,  1981.  However,  the  amendments  made  by  sections 
5412(b)  and  5418  take  effect  on  October  1,  1981,  and  apply 
to  outstanding  loans  as  well  as  to  loans  made  after  that 
date,  the  amendments  made  by  section  5419  take  effect  on 
July  1,  1981,  and  apply  to  loans  made  on  or  after  that  date, 
and  the  change  made  by  section  5420  is  effective  on  the  date 
of  the  enactment  of  this  Act. 

Chapter  2- -Reductions  in  Child  Nutrition  Programs 
SHORT  TITLE  OF  CHAPTER 
Section  5431  provides  that  chapter  2  may  be  cited  as  the 
Child  Nutrition  Amendments  of  1981. 

REDUCTION    IN  GENERAL  REIMBURSEMENT 
Section  5432  reduces  the  general  reimbursement  rate  for 
school  lunches  under  section  4  of  the  National  School  Lunch 
Act.   Such  section  also  provides  that  the  national  average 
lunch  payment  rates  under  such  section  shall  be  adjusted 
annually,  rather  than  semi-annually. 

REDUCTION    IN  REDUCED  PRICE  LUNCH  SUBSIDY;  ANNUAL  ADJUSTMENT 

IN  PAYMENT  RATES 
Section  5433  reduces  the  special  assistance  factor  for 
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both  free  and  reduced- price  lunches  under  section  11(a)  of 
the  National  School  Lunch  Act.  The  section  also  provides  for 
an  annual,  rather  than  semi-annual,  adjustment  in  the 
general  reimbursement  rates  under  section  4  of  such  Act,  the 
special-assistance  factor  for  free  and  reduced-price 
lunches,  the  payment  rates  for  supplements  under  section 
17(c)  of  such  Act,  and  the  payment  rates  for  breakfasts 
under  section  4(b)  of  the  Child  Nutrition  Act  of  1966. 

REDUCTION    IN  BREAKFAST  SUBSIDIES 

Section  5434  reduces  the  payment  rates  for  breakfasts 
under  section  4(b)  of  the  Child  Nutrition  Act  of  1966.  The 
section  also  provides  that  the  maximum  payment  rates  for 
free  breakfasts  at  schools  in  severe  need  shall  be  adjusted 
annually,  rather  than  semi-annually,  and  reduces  the  maximum 
payment  for  reduced-price  breakfasts  to  schools  in  severe 
need  by  5  cents. 

REDUCTION    IN  COMMODITY  ASSISTANCE  FOR  LUNCHES 

Section  5435  reduces  the  national  average  value  of 
donated  foods  under  section  6(e)  of  the  National  School 
Lunch  Act. 

REVISION  OF    INCOME  ELIGIBILITY  GUIDELINES 
Section  5436  revises  the  income  eligibility  guidelines 
under  section  9(b)  of  the  National  School  Lunch  Act.  The 
section  provides  that  the  income  eligiblity  guidelines  for 
free  lunches  shall  be  equal  to  the  sum  of  125  percent  of  the 
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applicable  family  size  income  levels  contained  in  the 
nonfarm  income  poverty  guidelines  prescribed  by  the  Office 
of  Management  and  Budget,  adjusted  annually,  plus  a  standard 
deduction  for  each  household.  The  income  eligiblity 
guidelines  for  reduced-price  lunches  shall  be  equal  to  the 
sum  of  185  percent  of  the  applicable  family  size  income 
levels  contained  in  the  nonfarm  income  poverty  guidelines 
prescribed  by  the  Office  of  Management  and  Budget,  adjusted 
annually,  plus  a  standard  deduction  for  each  household.  The 
section  requires  that  eligibility  determinations  for  a  child 
who  is  a  member  of  a  household  be  based  upon  the  income  of 
the  household  at  the  time  the  application  for  the  lunch 
program  is  submitted  to  the  school  food  authorities.  The 
section  establishes  a  maximum  charge  for  reduced-price 
lunches  at  35  cents . 

REVISION  OF  STATE  REVENUE  MATCHING  REQUIREMENTS 
Section  5437  amends  section  7  of  the  National  School 
Lunch  Act.  The  section  requires  that  for  any  fiscal  year 
payments  may  be  made  to  any  State  under  section  4  of  such 
Act  (providing  for  general  reimbursement  for  the  school 
lunch  program)  only  if  the  State  expends,  during  that  school 
year,  for  food  service  in  schools  participating  in  the 
program,  an  amount  not  less  than  30  percent  of  the  funds 
made  available  to  that  State  under  such  section  4  for  the 
school  year  beginning  July  1,  1980.   Such  expenditures  are 
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required  to  be  made  from  State  revenues  (other  than  revenues 
derived  from  the  operation  of  the  program) .  A  proportionate 
reduction  is  permitted  for  those  States  in  which  the  per 
capita  income  is  less  than  the  average  per  capita  income  of 
all  the  States.  The  section  does  not  require  States  to  match 
Federal  funds  for  meals  served  in  private  schools  if  the 
State  is  prohibited  from  disbursing  State  appropriated  funds 
to  private  schools  under  State  law. 

REDUCTION  OF  EQUIPMENT  ASSISTANCE 

Section  5438  amends  section  5  of  the  Child  Nutrition  Act 
of  1966,  relating  to  food  service  equipment  assistance, 
reducing  the  amount  available  for  apportionment  under  that 
section  to  $5,000,000,  which  shall  be  made  available  from 
funds  under  section  3  of  the  National  School  Lunch  Act.  The 
section  also  provides  that  such  funds  first  be  used  for 
those  schools  without  a  food  service  program  that  intend  to 
intitiate  a  school  breakfast  or  lunch  program. 

REVISION  OF  THE  SPECIAL  MILK  PROGRAM 

Section  5439  eliminates  the  special  milk  program  in 
institutions  which  participate  in  a  meal  service  program 
under  the  National  School  Lunch  Act  or  the  Child  Nutrition 
Act  of  1966. 

LIMITATION  ON  PRIVATE  SCHOOL  PARTICIPATION 

Section  5440  amends  the  definitions  of  the  National 
School  Lunch  Act  and  the  Child  Nutrition  Act  so  as  to 
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exclude  private  schools  at  which  the  average  yearly  tuition 
exceeds  $1,500  per  child. 

REVISION  OF  SUMMER  FOOD  SERVICE  PROGRAM 
Section  5441  excludes  from  eligibility  in  the  summer 
food  service  program  under  section  13  of  the  National  School 
Lunch  Act  those  nonresidential  private  nonprofit 
institutions  serving  more  than  1,000  children  each  day  or 
serving  children  at  more  than  10  sites.  The  section  also 
limit  payments  under  the  summer  food  service  program  to 
payments  for  lunches  (except  in  the  case  of  meals  served  by 
camps  or  by  institutions  serving  primarily  migrant 
children) . 

REV  I S I  ON  OF  CH I LD  CARE  FOOD  PROGRAM 
Section  5442  makes  several  revisions  in  the  child  care 
food  program  under  section  17  of  the  National  School  Lunch 
Act.  The  section  eliminates  certain  private  sponsors  from 
the  program,  restricts  the  age  of  children  to  whom  meals  may 
be  served,  provides  for  annual  (rather  than  semi-annual) 
adjustments  in  the  reimbursement  rates  for  meals,  eliminates 
the  tiering  system  for  meal  rates,  and  limits  reimbursements 
under  the  section  to  two  meals  and  two  supplements  per  day 
for  each  child  served.  The  section  also  directs  the 
Secretary  of  Agriculture  to  reduce  by  10  percent  the  total 
reimbursement  for  administrative  expenses  of  family  and 
group  day  care  home  sponsors  under  the  program,  and 
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eliminates  payments  for  meals  served  to  the  children  of 
family  and  group  day  care  home  sponsors  unless  such  children 
meet  the  income  eligiblity  standards  for  free  or  reduced- 
price  meals  under  section  9  of  the  National  School  Lunch 
Act.  The  section  also  eliminates  equipment  assistance  under 
the  child  care  food  program. 

CLAIMS  ADJUSTMENT  AUTHORITY 

Section  5443  gives  the  Secretary  of  Agriculture  the 
authority  to  render  judgment  on,  compromise,  waive,  or 
settle  claims  arising  under  the  National  School  Lunch  Act  or 
the  Child  Nutrition  Act  of  1966. 

NUTRITION  EDUCATION  AND  TRAINING 

Section  5444  reduces  the  annual  authorization  of 
appropriations  for  certain  State  grants  under  section 
19(j)(2)  of  the  Child  Nutrition  Act  of  1966,  relating  to 
nutrition  education  and  training,   to  $1,000,000. 

CONFORMING  AND  MISCELLANEOUS  AMENDMENTS 

Section  5445  contains  several  amendments  to  the  Child 
Nutrition  Act  of  1966  and  to  the  National  School  Lunch  Act. 
The  section  deletes  the  cost  accounting  requirements  under 
present  law  for  the  child  care  food  program,  the  school 
lunch  program,  and  the  school  breakfast  program. 

THREE-YEAR  REPEAL  PROVISION 

Section  5446  provides  that  the  amendments  made  by  the 
chapter  shall  take  effect  October  1,  1981.  The  section 
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further  provides  that  such  amendments  (other  than  those  made 
by  sections  5442(a)(1),  5443,  and  5445)  shall  be  effective 
only  during  the  period  beginning  October  1,  1981,  and  ending 
September  30,  1984.  Effective  October  1,  1984,  the 
provisions  of  the  Act  (other  than  sections  5442(a)(1),  5443, 
and  5445)  are  repealed. 

ADJUSTMENT  FOR  REIMBURSEMENT  RATES  FOR  FISCAL  YEAR  1982 

Section  5447  requires  that  the  Secretary  of  Agriculture 
ratably  reduce,  during  the  9-month  period  beginning  October 
1,  1981,  the  reimbursement  rates  otherwise  applicable  for 
such  period  for  certain  food  service  programs  under  the 
Child  Nutrition  Act  of  1966  and  the  National  School  Lunch 
Act  in  order  to  reduce  the  payments  made  under  such 
entitlement  programs  by  amounts  equal  to  the  savings  which 
would  have  been  achieved  for  such  programs  if  the  effective 
date  of  the  provisions  of  chapter  2  of  subtitle  C  of  title  V 
were  September  1,  1981,  rather  than  October  1,  1981. 

Chapter  3- -Revision  of  Black  Lung  Benefits  Program 
TEMPORARY  USER  FEE  ON  COAL 

Section  5461  amends  section  424  of  the  Black  Lung 
Benefits  Act  to  establish  a  temporary  user  fee  on  coal  at  a 
rate  of  50  cents  per  ton  for  coal  from  underground  mines  and 
75  cents  per  ton  for  coal  from  surface  mines.  The  user  fee 
does  not  apply  to  lignite. 

The  user  fee  is  collected  by  the  coal  producer  involved 
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for  direct  deposit  into  the  Black  Lung  Disability  Trust  Fund 
on  a  monthly  basis.   If  a  producer  fails  or  refuses  to 
collect  the  user  fee,  the  producer  is  made  subject  to  lien 
collection  provisions  established  in  section  424  of  the  Act. 

Amounts  deposited  into  the  Fund  in  accordance  with  the 
new  subsection  (c)  will  be  available  only  for  repayments 
(and  interest  payments)  under  section  424(a)(4)  of  the  Black 
Lung  Benefits  Act  with  respect  to  advances  to  the  Fund  which 
were  made  under  section  3  of  the  Black  Lung  Benefits  Revenue 
Act  of  1977  before  the  date  of  the  enactment  of  this 
legislation. 

Section  5461  also  provides  that  the  user  fee  shall  take 
effect  on  October  1,  1981,  and  shall  cease  to  be  effective 
on  September  30,  1984. 

ELIGIBILITY  FOR  BLACK  LUNG  BENEFITS;  PAYMENTS 
FROM  BLACK  LUNG  DISABILITY  TRUST  FUND 

Section  5462  amends  section  422(c)  of  the  Black  Lung 
Benefits  Act  to  establish  the  following  two  instances  in 
which  benefits  shall  not  be  payable  by  mine  operators:  (1) 
any  death  or  total  disability  which  was  the  subject  of  a 
claim  which  was  denied  before  March  1,  1978,  and  which  was 
approved  in  accordance  with  the  provisions  of  section  435; 
and  (2)  any  death  or  total  disability  which  was  the  subject 
of  a  claim  which  (A)  was  filed  during  the  period  beginning 
March  1,  1978,  and  ending  February  28,  1981;  and  (B) 
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involves  a  claimant  with  respect  to  whom  an  award  of 
compensation  was  made  before  March  1,  1978,  under  or 
pursuant  to  any  State  workers'   compensation  law  because  of 
death  or  disability  due  to  pneumoconiosis. 

Section  5462  also  amends  section  422(j)  of  the  Black 
Lung  Benefits  Act  to  provide  that  section  424  of  the  Black 
Lung  Benefits  Act  will  govern  benefit  payments  in  the 
following  two  cases:    (1)  any  case  in  which  a  claim  for 
benefits  was  denied  before  March  1,  1978,  and  the  claim  is 
approved  in  accordance  with  the  provisions  of  section  435; 
and  (2)  any  case  in  which  a  claim  for  benefits  was  filed 
during  the  period  beginning  March  1,  1978,  and  ending 
February  28,  1981,  and  the  claim  involves  a  claimant  with 
respect  to  whom  an  award  of  compensation  was  made  before 
March  1,  1978,  under  or  pursuant  to  any  State  workers' 
compensation  law  because  of  death  or  disability  due  to 
pneumoconiosis . 

Section  5462  also  amends  section  424(a)  of  the  Black 
Lung  Benefits  Act  to  authorize  payments  from  the  Black  Lung 
Disability  Trust  Fund  for  the  reimbursement  of  operators  and 
insurers  for  amounts  paid  by  them  (other  than  amounts  paid 
as  penalties  or  interest)  at  any  time  in  satisfaction  (in 
whole  or  in  part)  of  claims  of  miners  or  their  survivors 
which  were  denied  before  March  1,  1978,  and  which  are 
approved  in  accordance  with  the  provisions  of  section  435. 
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Section  5462  also  provides  that,   for  purposes  of  the 
amendments  made  by  section  5462,  any  claim  filed  under  the 
Black  Lung  Benefits  Act  before  March  1,  1978,  shall  be 
considered  to  be  a  denied  claim  if-- 

(1)  the  claim  has  been  denied  by  the  Social  Security 
Administration ; 

(2)  the  Secretary  of  Labor  certifies  that  the  claim 
has  been  denied  by  a  Department  of  Labor  adjudication 
officer  pursuant  to  the  Black  Lung  Benefits  Act  and 
regulations  issued  under  the  Act,  or  that  the  claimant's 
entitlement  to  black  lung  benefits  was  informally  or 
administratively  denied  based  upon  an  initial  finding  by 
the  Office  of  Workers'  Compensation  Programs  of  the 
Department  of  Labor;  or 

(3)  the  claim  has  been  denied  by  any  court  of  law. 
RETROACTIVE  PAYMENT  OF  BLACK  LUNG  BENEFITS 

Section  5463  amends  part  C  of  the  Black  Lung  Benefits 
Act  by  adding  a  new  section  436. 

Section  436  provides  that,  in  the  case  of  any  claim 
under  part  C  which  involves  the  lump  sum  payment  of  benefits 
on  a  retroactive  basis,  no  lump  sum  payment  may  be  made 
until  the  claim  no  longer  is  subject  to  any  further 
adjudication.  Upon  a  final  adjudication  of  eligibility  with 
respect  to  the  claim,   the  claimant  involved  is  entitled  to 
receive  the  lump  sum  payment,  together  with  the  accrued 
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interest. 

Section  436  also  requires,  in  the  case  of  any  such 
claim,  that  the  operator  involved  shall  deposit  in  an 
interest-bearing  escrow  account  in  an  insured  depository 
institution  an  amount  equal  to  the  amount  of  the  lump  sum 
payment  of  benefits  involved  in  the  claim.  The  operator  is 
required  to  certify  to  the  Secretary  of  Labor  that  the 
operator  has  complied  with  the  escrow  requirements. 

Section  436  also  provides  that,  if  the  operator  refuses 
or  neglects  to  make  the  escrow  deposit,  then  the  operator  is 
subject  to  a  liability  in  an  amount  equal  to  50  percent  of 
the  lump  sum  payment  involved.  The  liability  is  payable  by 
the  operator  regardless  of  whether  the  claimant  involved 
prevails  in  the  claim  proceeding. 

Section  436  also  provides  that  its  provisions  do  not 
affect  the  payment  of  interim  monthly  benefits  on  a 
prospective  basis  to  claimants  after  an  initial 
determination  of  eligibility. 

INTEREST  PAYMENTS  BY  OPERATORS 

Section  5464  amends  section  424(b)(1)  of  the  Black  Lung 
Benefits  Act  to  provide  that,  in  any  case  in  which  payments 
are  made  out  of  the  Black  Lung  Disability  Trust  Fund  and  the 
Secretary  of  Labor  later  determines  that  an  operator  is 
liable  for  those  payments,  the  liability  will  include  the 
payment  of  interest  upon  the  amount  of  the  benefits.  The 
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rate  of  interest  will  be  the  adjusted  prime  rate  of  interest 
established  by  the  Secretary  of  the  Treasury  and  in  effect 
on  the  date  of  the  first  payment  out  of  the  Fund  relating  to 
the  liability. 

Section  5464  also  amends  section  424(b)(2)  of  the  Black 
Lung  Benefits  Act  to  specify  that  the  interest  referred  to 
in  such  paragraph  is  the  adjusted  prime  rate  of  interest 
established  by  the  Secretary  of  the  Treasury. 


[COMMITTEE  PRINT] 
June  17,  1981 


RESOLUTION 
Of  the  Committee  on  Education  and  Labor 


1  Resolved, 

2  §  1.  INSTRUCTIONS  TO  CHAIRMAN 

3  The  Chairman  of  the  Committee  on  Education  and  Labor 

4  hereby  is  instructed  to  make  revisions ,   in  accordance  with 

5  section  2  of  this  resolution,   in  the  text  of  the  Committee 

6  Print  of  June  15 ,  1981,   for  the  purpose  of  complying  with 

7  directions  contained  in  the  first  concurrent  resolution  on 

8  the  budget  for  fiscal  year  1982. 

9  §2.  REVISIONS 

10  (a)  CHILD  NUTRITION. --.(1)  At  page  255,   line  8,  of  the 

11  Committee  Print,  strike  out  1 1 $5 ,000 ,000 ' '  and  insert  in 

12  lieu  thereof  1 '$1,000,000 '• . 

13  (2)  At  page  255,  line  12,  of  the  Committee  Print,  strike 

14  out  1 '$10,000,000' ■  and  insert  in  lieu  thereof 

15  » '$1,000,000' ' . 

16  (3)  At  page  375,  line  15,  of  the  Committee  Print,  strike 

17  out   ''14.0815  cents''   and  insert  in  lieu  thereof   1 '12.5815 

18  cents ' ' . 

19  (4)  At  page  375,   line  19,  of  the  Committee  Print,  strike 

20  out   ''16.5815  cents'1   and  insert  in  lieu  thereof  ''15.0815 

(319) 
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1  cents  1 • . 

2  (5)  At  page  376,   line  21,  of  the  Committee  Print,  strike 

3  out   11 88. 6165  cents''   and  insert  in.  lieu  thereof  1 '92.1165 

4  cents  *  1 . 

5  (6)  At  page  380,  line  12,  of  the  Committee  Print,  strike 

6  out   ''10.54  cents''   and  insert  in  lieu  thereof  *'8.54 

7  cents ' ' . 

8  (7)  At  page  387,   line  24,  of  the  Committee  Print,  strike 

9  out   '  '$5,000,000  ■  '   and  insert  in  lieu  thereof 

10  ''$1,000,000''. 

11  (8)  At  page  389,  after  line  20,  of  the  Committee  Print, 

12  add  a  new  provision  which  amends  section  13(b)(2)  of  the 

13  National  School  Lunch  Act  by  striking  out   ' 'and  either 

14  breakfast  or  a  meal  supplement''. 

15  (9)   Provide  for  an  amendment  to  section  17(c)   of  the 

16  National  School  Lunch  Act  which  eliminates  the  tiered  system 

17  of  payments  under  the  child  care  food  program. 

18  (10)  At  page  393,  line  21,  of  the  Committee  Print, 

19  strike  out  ' '$10,000,000 1 •  and  insert  in  lieu  thereof 

20  ' '$1,000,000' 

21  (b)   COMPREHENSIVE  EMPLOYMENT  AND  TRAINING  PROGRAMS .-- (1) 

22  Provide  that  the  provisions  of  section  5119(f)(2)  of  the 

23  Omnibus  Education  and  Labor  Reconciliation  Act  of  1981 

24  (beginning  at  page  259  of  the  Committee  Print),  which 

25  require  a  non-Federal  match  under  title  VII  of  the 
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1  Comprehensive  Employment  and  Training  Act,  also  shall  apply 

2  to  title  II  of  such  Act. 

3  (2)  Provide  that  no  funds  shall  be  available  to  carry 

4  out  part  D  of  title  II  and  title  VI  of  such  Act  for  fiscal 

5  year  1982,  1983,  or  1984. 

6  (3)  At  page  258,  line  13,  of  the  Committee  Print,  strike 

7  out   ' '$191,000,000' •   and  insert  in  lieu  thereof 

8  "$213,000,000". 

9  (4)  At  page  258,  line  17,  of  the  Committee  Print,  strike 

10  out   "$627,900,000"   and  insert  in  lieu  thereof 

11  "$600,000,000". 

12  (5)  At  page  259,  line  18,  of  the  Committee  Print,  strike 

13  out  ''148,500,000"   and  insert  in  lieu  thereof 

14  "$154,400,000". 

15  (6)  At  page  261,  line  23,  of  the  Committee  Print,  strike 

16  out   "$5,010,000,000"   and  insert  in  lieu  thereof 

17  "$  

18  (7)  At  page  261,  line  23,  of  the  Committee  Print,  strike 

19  out   "$5,110,000,000"   and  insert  in  lieu  thereof 

20  "$   

21  (c)  EDUCATION  OF  HAND \ CAPPED  CH I LDREN . - -At  page  266, 

22  line  13,  of  the  Committee  Print,  strike  out  "$874,500,000" 

23  and  insert  in  lieu  thereof  "$1,005,000,000". 

24  Cdl  EDUCATION  AMENDMENTS  OF  1978.— Reduce  the  amount  for 

25  Defense  Overseas  Schools    (page  265,   line  7)  by  $10,000,000. 
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1  (e)   ELEMENTARY  AND  SECONDARY  EDUCATION. ~ (1)   At  page 

2  26  8,  line  5,  of  the  Committee  Print,   strike  out 

3  "  $3,104, 300,000' '   and  insert  in  lieu  thereof 

4  ' '$3,504,300,000' ' . 

5  12)  Reduce  the  amount  for  title  II  by  $5,000,000  but 

6  provide  that  Reading  is  Fundamental  is  not  to  be  reduced. 

7  (3)    Provide  that  no.  funds  shall  be  available  to  carry 

8  out  tide  VI  of  the  Elementary  and  Secondary  Education  Act 

9  of  1965  for-  fiscal  year  1982,  1983,  or  1934,  except  that  not 

10  more  than  $30,000,000  shall  be  available  for  each.  such. 

11  fiscal  year  for  purposes  of  section  608(a)(1)  of  such  Act 

12  (relating  to  magnet  schools).  • 

13  <f)  HEADSTART— FOLLOW  THROUGH  PROGRAM.  --  (1)  At  page  273, 

14  iine  5,  of  the  Committee  Print,  strike  out  '  ^$745,300,000 * ' 

15  and  insert  in  lieu  thereof  ''$950,800,000". 

16  (2)  At  page  273,  line  9,  of  the  Committee  Print,  strike 

17  out  ''$34,500,000''   and  insert  in  lieu  thereof 

18  ''$26,300,000". 

19  (g)   HIGHER  EDUCATION. — (1)   at  page  279,   line  2,  of  the 

20  Committee  Print,   strike  out  1 1 $2 3  , 000  ,  000 1 1   and  insert  in 

21  lieu  thereof   ' ' $11 , 000 , 000 ' ' . 

22  (2)   Strike  out  sections  5411  and  5421  of  the  Omnibus 

2  3  Education  and  Labor  Reconciliation  Act  of  1981   (beginning  at 

24  page  361,  line  19  through  page  373,  line  8  of  the  Committee 

25  Print) . 
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1  (3)   Increase  the  origination  fee  on  page  370,  line  17,  to  4 

2  percent. 

3  (h)   IMPACT  AID.  —  CI}  Provide  that  the  total  amount  of 

4  appropriations  to  make  payments  on  the  basis  of  entitlements 

5  established  under  section  3  of  the  Act  of  September  30,  1950 

6  (Public  Law  874,  81st  Congress)   shall  not  exceed  $414,600,000 

7  for  each  of  the  fiscal  years  1982,  1983,  and  1984. 

8  (2)  Provide  that  payments  shall  be  allocated  as  follows: 

9  CAl  First  allocate  an  amount  to  each  LEA  equal 

to  70%  of  the  amount  received  in  FY  1981  for 

10  Indian  children. 

11  (B)  Next  allocate  an  amount  to  each  LEA  equal  to 

55%  of  the  amount  received  in  FY  1981  for 

12  section  3(a)  children. 

13  (C)  Last,  allocate  an  amount  to  each  LEA  equal  to 

45%  of  the  amount  received  in  FY  1981  for 

14  section  3 Cb)  children. 

15  (3)  provide  that  the  remaining  funds  shall  be  proportionately 

16  distributed  amoung  all  unfunded  entitlements. 

17  (4)  Provide  that,  for  purposes  of  such  proportionate 

18  distribution,  all  low-rent  public  housing  children  shall  be 

19  treated  as  children  who  meet  the  criteria  of  section  3 (a)  of 

20  such  Act. 

21  C5)  Provide  that  appropriations  under  section  2  of  such 

22  Act  shall  not  exceed  $10,000,000  for  each  of  the  fiscal  years 

23  1982,  1983,  and  1984. 

24  (i)   OLDER  AMERICAN  NUTRITION  PROGRAMS .  * —  CD  At  page  283, 

25  line  24,  of  the  Committee  Print,  strike  out  1 1 $250,000,000' ' 
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1  and  insert  in  lieu  thereof      $319, 100,000 1 1 . 

2  (2)  At  page  2  84,  line  3,  of  the  Committee  Print,  strike 

3  out      $42,000,000' '  and  insert  in  lieu  thereof  1  ■  $55  , 000 , 000 ' ' . 

4  (3)  At  page  284,  line  11,  of  the  Committee  Print,  strike 

5  out  '• $213,700,000* '  and  insert  in  lieu  thereof  1 ' $302 , 300 , 000 ' ' . 

6  (j)   OLDER  AMERICAN  VOLUNTEER  PROGRAMS. — (1)  At  page  26  3, 

7  line  3,  of  the  Committee  Print,  strike  out  '  '  $21 , 800 , 000 ' 1 

8  and  insert  in  lieu  thereof  ■ * $30 , 800 , 000 ' ' . 

9  t2)  At  page  263,  line  6,  of  the  Committee  Print,  strike 

10  out  ' 1 $47,800,008 "  and  insert  in  lieu  thereof  ' 1 $58 , 100 , 000 ' ■ . 

11  (k)  VOCATIONAL  EDUCATION. — (1)  At  page  2  87,   line  21,  of 

12  the  Committee  Print,  strike  out  ■  ' $685 , 700 , 000 ' '  and  insert 

13  in  lieu  thereof  ' ■ $787 ,700 , 000  ■  1  . 

14  (2)  At  page  287,  line  23,  of  the  Committee  Print,  strike 

15  the  text  and  instead  provide  that  not  more  than  $5,500,000 

16  shall  be  available  for  expenditure  under  section  171  (a) (2) 

17  of  the  Vocational  Education  Act  of  1963  for  each  of  the 

18  fiscal  years  1982,  1983,  and  1984.  \ 


CONGRESSIONAL  BUDGET  OFFICE 
U.S.  CONGRESS 
WASHINGTON,  D.C.  20515 


Alice  M.  RMln 
Director 


June  19,  1981 


The  Honorable  Carl  D.  Perkins 
Chairman 

Committee  on  Education  and  Labor 
U.S.  House  of  Representatives 
Washington,  D.C.  20515 

Dear  Mr.  Chairman: 

Pursuant  to  Section  202  of  the  Congressional  Budget  Act  of  197*,  the 
Congressional  Budget  Office  has  prepared  the  attached  cost  estimates  for 
Title  V,  the  Omnibus  Education  and  Labor  Reconciliation  Act  of  1981,  as 
sent  to  the  Budget  Committee  on  June  17,  1981. 

The  estimates  included  in  the  attached  report  represent  the  1981- 
198*  effects  on  the  federal  budget  of  the  Committee's  legislative  proposals. 
CBO  understands  that  the  staff  of  the  Committee  on  the  Budget  will  be 
responsible  for  interpreting  how  the  savings  contained  in  these  legislative 
proposals  measure  against  the  budget  resolution  reconciliation  instructions. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide 
further  details  on  the  attached  cost  estimates. 


Sincerely, 


Alice  M.  Rivlin 
Director 


cc:  The  Honorable  John  M.  Ashbrook 
Ranking  Minority  Member 
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EDUCATION  AND  LABOR  COMMITTEE 
TABLE  3.     PROPOSED  AUTHORIZATION  LEVEL  REDUCTIONS,  BY  FISCAL  YEARS,  IN  MILLIONS  OF  DOLLARS 


1982 

1983 

1984 

Budget 
Authority 

Outlays 

Budget 
Authority 

Outlays 

Budget 
Authority 

Outlays 

501: 

Compens  y 

Special  Project  and 

Populations 
Equal  Education 
Education  for  Handicapped 
Vocation  and  Adult  Education 
Indian  Education 
Operation  of  Indian 

Program 
Bilingual  Education 
Educational  Improvement 
American  Printing  House 

Subtotal 

-430. 4 
-451.7 

-40.2 
-253.0 

-94.9 
-131.2 
-7.8 

-20.2 
-32.5 
-67.5 
-0.5 

-725.7 
-374.4 

-3.6 
-22.8 
-8.5 
-178.8 
-2.3 

-9.1 
-2.9 

-o!i 

-845.4 
-524.1 

-58.2 
-279.6 
-196.0 
-215.5 

-15.1 

-35 .4 
-53.5 
-82.3 
-o'.9 

-583.4 
-509.6 

-33.4 
-202.3 

-84.1 
-163.2 

-10.0 

-27.6 
-65.7 
-0.4 

-1,320.4 
-599.2 

-79.2 
-307.4 
-299.1 
-303.4 

-22.7 

-51.3 
-76^5 
-99.0 
-1.4 

-801.0 
-612.2 

-56.3 
-276.5 
-184.0 
-205.7 

-17.4 

-39.2 
-5K2 
-80.7 
-0.9 

-1,529.9 

-1,352.3 

-2,306.0 

-1,702.3 

-3,159.6 

-2,325.1 

502: 

Student  Assistance 

Higher  Education  Facilities 

Higher  and  Continued  Education 

Gallaudet  College 

Howard  University 

National  Technical  Institute 

for  the  Deaf 

Subtotal 

-691.6 
-0.9 
-79.0 

- 
- 

-541.8 
-1.5 
-8.7 

- 
- 

-1,119.0 
-0.9 
-110.5 
-4.8 
-11.4 

-1.8 

-740.9 
-1.5 
-59.2 
-3.6 
-10.6 

-1.8 

-1,836.0 
-0.9 
-153.4 
-9.4 
-23.5 

-3.7 

-1,080.7 
-1.5 
-106.1 
-8.3 
-22.7 

-3.7 

-771.5 

-552.0 

-1,248.4 

-817.6 

-2,026.9 

503: 

Libraries  and  Learning 
Department  Management  a/ 
Educational  Research  and 

Statistics 
Institute  of  Museum  Services 
National  Endowment-Arts 
National  Endowment-Humanities 

-54.5 
-51.6 

-53.1 
-7.0 
-45.4 
-43.5 

-4.9 
-48.0 

-19.1 
-0.6 
-25.0 
-23.9 

-77.4 
-62.7 

-63.1 
-8.0 
-57.5 
-54.8 

-45.2 
-61.9 

-47.7 
-5.6 
-52.0 
-49.7 

-101.9 
-73.4 

-73.1 
-9.0 
-68.6 
-65.3 

-74.8 
-72.7 

-65.0 
-7.9 
-63.6 
-60.6 

Subtotal 

-255.1 

-121.5 

-323.5 

-262.1 

-391.3 

-344.6 

50*: 

WIN 

Program  Administration— ETA 
CETA-ETA/TEA 

Employment 

-30.0 
-56.9 
-5,673.0 

- 

-23.1 
-47.2 
-4,568.0 

- 

-57.2 
-58 .7 
-6,496.0 

-19.7 

-50.9 
-58 .4 
-6,358.0 

-2.8 

-83.6 
-60.4 
-7,223.0 

-38.0 

-77.6 
-63.6 
-7,085.0 

S  -19.3 

Subtotal 

-5,759.9 

-4,638.3 

-6,631.6 

-6,470.1 

-7,405.0 

-fr,245.5 

506: 

Rehabilitation  Services 
Action 

Community  Services 

-27.6 

-56.7 
-180.0 

-22.1 
-3.6 
-34  !o 
-108.0 

-48.1 
-127 .9 

-66.1 
-218.6 

-44.0 
-73.3 
-62^3 
-203.2 

-68.0 
-247.9 

-75.4 
-256.2 

-64.0 
-193.9 

-88.1 
-241.2 

Subtotal 

-270.9 

-167.7 

-460.7 

-382.8 

-647.5 

-587.2 

605: 

Child  Nutrition 

-28.0 

-28.0 

-28.0 

-28.0 

-28.0 

-28.0 

609: 

Cuban  and  Haitian  Refugees 

-65.0 

-26.0 

-53.0 

-92.0 

754: 

Juvenile  Justice 

-29.9 

-3.0 

-46.3 

-19.6 

-57.6 

-40.4 

302: 

Youth  Conservation  Corps 

-60.0 

-56.0 

-60.0 

-60.0 

-60.0 

-60.0 

051: 

Overseas  Schools 

-103.5 

-89.8 

-132.5 

-122.3 

-166.5 

-160.2 

Total  Authorization  Bill 

-8,873.7 

-7,034.6  b/ 

-11,290.0 

-9,956.8 

C/-13.942.4 

-12,014.0 

a/    Contains  funds  for  the  Office  of  Civil  Rights  function  751. 

b/    Contains  outlay  savings  of  $1,367  million  from  1981  rescissions. 

c/    Contains  outlay  savings  of  $451  million  from  1981  rescissions. 


DISSENTING  VIEWS 


The  action  which  the  Committee  has  taken  in  compliance  with  the 
reconciliation  instructions  of  the  First  Budget  Resolution  dictates  a 
reversal  of  the  Federal  Government's  commitment  to  improve  the  quality 
of  life  for  millions  of  citizens.    We  cannot  in  conscience  join  the  majority 
of  the  Committee  in  reporting  the  cuts  in  programs  under  our  jurisdiction 
to  the  Budget  Committee. 

By  withholding  our  support  for  the  Committee's  mandated  task  we  wish 
to  draw  in  bold  lines  our  conviction  that  the  budget  process  which  mandates 
the  Committee's  action    is  a  tragic  rejection  of  the  needs  of  millions  of 
citizens  who  have  historically  turned  to  this  Committee  for  support,  a 
misguided  economic  policy  which  will  lead  the  nation  to  needless  hardship, 
and  a  subversion  of  the  legislative  process. 

By  our  action  we  do  not  pass  judgment  on  our  colleagues  who  reluctantly 
approved  the  reconciliation  report.    Their  task  to  slash  programs  they  had 
nurtured  was  a  bitter  one,  best  described  as  "being  forced  to  amputate  your 
own  leg".    We  are  convinced  that  the  decisions  taken  by  the  Committee 
protect  the  integrity  of  our  programs  and  cushion  the  impact  of  the  cuts  on 
the  neediest  program  recipients,  to  the  greatest  degree  possible  under  the 
severe  limits.    Our  colleagues'  belief  that  we  should  make  the  decisions 
implementing  budget  cuts  rather  than  relinquish  our  responsibilities  to 
others  less  knowledgeable  about  our  programs  or  less  committed  to  their 
goals  is  a  belief  which  we  fully  appreciate.    Yet  let  there  be  no 
misunderstanding  on  the  severity  of  the  cuts  the  Committee  has  made. 
The  $12  billion  in  budget  cuts  in  the  Committee's  programs  represent 
one-third  of  the  total  cuts  under  the  First  'Budget  Resolution  and  fully  29% 
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of  the  funding  for  programs  under  our  jurisdiction.    We  have  not  made 
these  reductions  by  eliminating  waste  and  fraud;  we  have  cut  into  muscle, 
bone  and  sinew.    We  have  cut  deeply  into  basic  education  programs  for 
disadvantaged  and  handicapped  children,  eliminated  loans  for  middle  class 
students,  slashed  public  library  services,  reduced  support  for  the  arts 
and  humanities  and  cut  in  half  our  total  federal  employment  and  training 
effort.    We  have  reduced  meals  for  the  elderly  and  for  low  and  middle  income 
students,  emergency  energy  assistance  for  the  poor,  and  supplemental 
nutrition  for  new  mothers.    So  deep  were  the  mandated  cuts  and  so  sweeping 
the  impact  that  virtually  no  program  that  provides  education,  jobs,  training 
or  social  services  under  our  jurisdiction  escaped  unscathed. 

In  spite  of  the  claims  by  this  Administration  that  the  "truly  needy" 
will  not  be  affected  by  the  budget  cuts,  the  programs  being  cut  provide 
basic  services  to  low  income  children,  welfare  recipients  trying  to  escape 
a  life  of  poverty  and  government  dependency,  unemployed  minority  youth, 
handicapped  youth  and  adults  who  need  special  education  and  training, 
rural  youth  and  adults  who  need  vocational  training  to  break  the  cycle  of 
rural  poverty,  migrants  and  Indians  who  receive  special  education  and 
training  assistance  not  available  through  state  and  local  governments,  and 
the  elderly  poor. 

We  cannot  turn  our  backs  on  those  who  have  no  voice  in  this 
Administration  and  precious  little  support  in  this  Congress.    In  the  words 
of  John  Kenneth  Galbraith,  "We  must  never  suppose  that  we  are  protecting  or 
strengthing  our  economic  system  by  cutting  back  on  our  help  to  the  socially 
deprived. " 

The  irony  of  this  cost-slashing  exercise  is  that  it  cannot  and  will 
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not  achieve  its  intended  objective  of  improving  the  economy  and  reducing 
inflation.    The  Committee  has  received  testimony  from  numerous  economists 
and  other  experts,  testimony  which  has  not  been  disputed  by  the  Congressional 
Budget  Office  or  the  Administration,  that  the  budget  cuts  will  not  in 
themselves  have  an  appreciable  effect  on  inflation.    In  a  report  to  the 
Committee  analyzing  the  impact  of  the  budget  cuts,  Wharton  Econometric 
Forecasting  Associates  stated  that  "the  annual  rate  of  inflation  as  measured 
by  the  CPI  would  be  only  .22  percentage  points  lower  by  the  end  of  the 
fiscal  year  1982  if  all  the  proposed  budget  cuts  are  enacted." 

In  fact,  the  budget  cuts  are  certain  to  have  a  severely  depressing 
effect  on  the  economy  as  hundreds  of  thousands  of  individuals  are  forced 
onto  public  assistance  and  unemployment  compensation.    The  Wharton  study 
estimates  that  1.7  million  jobs  will  be  lost  as  a  result  of  these  spending 
reductions.    The  Administration  has  already  recalculated  the  projected 
deficit  which  will  result  from  the  depressed  economy  and  announced  that 
further  program  reductions  will  be  necessary  to  offset  the  increased  deficit. 
We  are  not,  therefore,  fulfilling  our  obligations  by  making  these  sacrifices 
new.    We  will  be  called  upon  to  cut  again  and  again  as  long  as  this  misguided 
economic  policy  is  pursued. 

Finally,  we  believe  that  the  budget  process  which  mandated  the  Committee' 
action  so  weakens  the  deliberative  and  factfinding  process  of  the  Committee 
system  that  its  impact  will  be  felt  for  many  years  after  the  effects  of  the 
spending  cuts  are  realized. 

The  spending  reductions  contained  in  the  Committee's  report  were  not 
achieved  by  simply  erasing  the  sum  on  the  bottom  line:    they  were  accomplished 
by  major  legislative  and  permanent  changes  in  program  content  and  structure 
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without  benefit  of  thoughtful  review,  altering  in  the  span  of  days  programs 
which  have  evolved  over  decades.    In  fact,  the  legislative  changes  were 
made  in  the  face  of  evidence  gathered  in  the  Committee's  hearings  on  the 
impact  of  the  proposed  cuts  that  the  changes  would  have  severely  damaging 
effects  on  the  programs  involved. 

Moreover,  the  reconciliation  instructions  render  the  appropriations 
process  a  superfluous  activity.    The  Committee  has  capped  spending  for 
every  program  under  our  jurisdiction  completely  removing  the  flexibility 
of  the  Appropriations  Committee  in  deterndning  appropriate  levels  of 
funding  for  each  program. 

We  believe  that  the  very  reconciliation  instructions  are  a  violation 
of  the  intent  of  the  Budget  Act.    Hie  First  Budget  Resolution  is  intended 
to  be  a  target.    Not  until  the  Second  Budget  Resolution  is  enacted  in 
September  of  each  fiscal  year  are  the  ceilings  to  be  binding.    Yet  the 
reconciliation  instructions  mandate  permanent  caps  on  spending  authorizations, 
not  just  for  fiscal  year  1982  but  for  1983  and  1984.    To  mandate  this 
rigidity  for  three  years  running,  without  even  the  slightest  consideration 
of  changing  economic  circumstances  or  national  priorities  renders  our 
function  as  legislators  a  moot  issue. 

We  reiterate  that  it  is  not  our  intention  to  criticize  the  actions  of 
the  other  members  of  the  Committee.    We  recognize  that  each  member  had  to 
decide  how  best  to  express  concern  for  the  people  served  by  the  efforts  of 
the  Committee.    This  decision  was  a  matter  of  each  individual  member's 
conscience.    We  would  not  presume  to  question  the  decisions  of  our  colleagues 
on  the  Committee  regarding  their  votes  on  this  measure. 
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INDIVIDUAL  VIEW 


Our  drastic  reduction  in  the  National  Institute  of  Education  (NIE) 
authorization,  from  a  current  spending  level  of  $65.6  million,  will 
have  a  crippling  effect  on  that  agency  if  the  figure  is  allowed  to  stand. 

In  order  to  just  continue  its  current  contracts  and  agreements 
for  the  performance  of  basic  educational  research,  NIE  needs  $56  million. 
The  Committee-approved  level  would  force  the  agency  to  cancel  all  insti- 
tutional agreements,  review  them  all  on  a  case-by-case  basis,  and  fund 
those  that  manage  to  survive  at  greatly  reduced  levels. 

Research  is  essential  to  advances  and  improvements  in  any  major 
national  enterprise.     Ten  per  cent  of  our  defense  expenditures  are 
set  aside  for  research  and  development.     In  agriculture,  the  figure 
is  3%;  energy,   45%;  health,  5-5%.     And  in  education,  perhaps  our  most 
important  undertaking  since  it  holds  the  hope  of  coming  generations, 
the  United  States  devotes  0.09%  of  its  national  education  budget  to 
research.     We  are  now  proposing  to  reduce  that  miniscule  number  even 
furthej^. 

\ 

Even  with  our  past  history  of  less  than  satisfactory  support  for 
researclT^  NIE  has  helped  bring  about  impressive  results: 

*  Test  scores  in  math  and  reading  for  elementary  students, 
particularly  poor  and  minority  students,  have  increased 
significantly  according  to  the  National  Assessment  of 
Educational    Progress.     These  gains  can  be  attributed 

in  many  cases  to  new  teaching  approaches  based  on  educa- 
tional research. 

*  A  major  cause  of  reading  difficulties  has  been  identified 
by  an  NIE  funded  agency,  the  Center  for  the  Study  of 
Reading.     With  cooperation  from  educational  publishers 
this  finding  could  lead  to  a  better  future  for  millions 
of  young  Americans. 

*  NIE  publications  such  as  Your  Child  and  Testing,  Plain 
Talk  About  School  Finances,  and  Research  Within  Reach, 
have  received  wide  acclaim  from  professional  and  lay 
persons  alike.     They  have  helped  teachers,  students  and 
parents  better  understand  our  educational  system  and  how 
to  use  it  to  their  best  advantage. 

While  NIE  funding  levels  have  been  low  for  several  years,  they 
have  been  consistent,  allowing  for  continuation  of  ongoing  research. 
That  continuation  provides  the  agency  the  credibility  it  needs  in  order 
for  its  findings  to  have  standing  in  the  educational  community. 

The  sharp  drop  to  $25  million  will  not  only  destroy  that 
continuity,  it  will  set  educational  research  back  for  years  to  come. 
Since  research  by  definition  is  a  long  term  undertaking,  we  cannot 
afford  to  take  this  giant  step  backward. 
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If  we  expect  our  children  to  meet  the  challenges  of  tomorrow 
we  must  accept  the  Senate  figure  in  conference  and  mo\^  toward 
more  adequate  funding  for  NIE  in  1983. 


PAUL  SIMON 
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Additional  Views  of  Congressman  Ted  Weiss 

This  process  has  been  the  most  dif ficult  and  agonizing  task  that  I 
have  undertaken  in  my  years  of  public  service.    The  members  of  this 
Committee  have  been  forced,  by  the  mandate  of  the  reconci lation  procedure 
of  the  Gramm-Latta  budget  resolution,  to  make  major  cutbacks  in  domestic 
programs  totaling  $12  billion.    Because  the  House  rejected  the  House 
Budget  Committee's  resolution  which  would  have  cut  the  Committee's 
programs  by  only  $2  billion,  the  members  of  this  Committee  were  left 
with  little  or  no  flexibility  in  which  to  minimize  the  damage  of  these 
reductions.    This  Committee  was  operating  under  the  mandate  of  the 
reconcilation  procedure  to  inflict  damage  to  the  very  programs  which  the 
Committee  has  carefully  developed  over  a  period  of  decades. 

I  do  not  support  these  reductions,  or  the  reconciliation  procedure. 
Nevertheless,  my  decision  to  engage  in  this  budget  cutting  process  was 
predicated  on  two  major  points.    First,  that  as  members  of  the  Committee 
on  Education  and  Labor  we  have  more  knowledge  about  the  programs  under 
the  Committee's  jurisdiction  than  could  my  colleagues  on  the  House 
Budget  Committee.    Through  our  years  of  service  on  the  Committee  we  have 
become  familiar  with  the  programs,  and  the  impact  of  reductions.  My 
prime  concern  during  this  process  has  been  to  ensure  that  all  the  programs 
under  the  Committee's  jurisdiction  remain  intact,  and  that  the  impact  of 
these  cuts  be  minimized.    If  the  Committee  had  chosen  not  to  engage  in 
this  painful,  deliberative  process  about  programmatic  cuts,  the  responsibility 
of  making  the  reductions  would  have  been  assumed  by  the  House  Budget 
Committee.    The  Budget  Committee  has  been  far  more  concerned  with  achieving 
certain  dollar  savings  than  the  value  of  individual  programs.    I  fear 
that  the  Budget  Committee  would  have  chosen  to  simply  eliminate  a 
number  of  our  categorical  programs,  place  the  the  remainder  into  block 
grants,  and  then  indiscriminately  slash  their  funds.    Second,  this 
Committee,  and  all  others  subject  to  the  mandate  of  the  reconciliation 
procedure,  have  been  assured  of  the  opportunity  on  the  House  floor  to 
offer  amendments  to  restore  many  of  the  programs. 

The  changes  that  we  have  fashioned  dramatically  change  and  weaken 
programs  which  have  been  proposed,  developed,  and  finely  tuned  over  a 
number  of  years.    This  has  been  a  most  painful  process  for  me  personally. 
But  the  real  pain  will  be  felt  by  those  who  had  no  say  in  this  process, 
the  thousands  and  thousands  of  citizens  who  will  suffer  because  of  these 
cutbacks .  z7 
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SUPPLEMENTAL  VIEWS  OF  MR.   WILLIAMS    (MONT , j 


This  action  does  not  signal  the  end  of  50  years  of  social 
progress.     It  does  not  represent  the  permanent  demise  of  this 
nation's  long  historic  commitment  to  excellence  in  education, 
safety  in  the  work  place,  dignity  in  retirement,   or  a  head  start 
for  America's  young. 

The  work  of  this  committee  these  past  several  decades  has 
appealed  to  and  responded  to  the  bright  side  of  the  American  people. 
Our  legislation  has  tapped  the  best  in  this  country:     neighborliness , 
generosity,   sharing  and  real  concern  for  others. 

Today  we  have  been  forced,  by  the  President's  budget,   to  divert 
from  this  path;   but  the  people  of  this  nation  will  not  long  permit 
any  radical  departure  from  the  commitment  toward  the  simple  process 
of  extending  a  helping  hand  to  each  other. 
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MINORITY  VIEWS 


Five  days  after  the  June  12  deadline  for  submission  by 
our  Committee  to  the  Budget  Committee  of  proposals  to  meet 
reconciliation  instructions,  our  Committee  was  hastily  reconvened 
to  enable  the  Democrat  Majority  to  retreat  from  the  unrealistic, 
tactically-conceived  budget  cuts  adopted  at  the  reconciliation 
mark-up  on  June  10. 

Recognizing  that  their  ploy  to  reduce  funding  levels  for 
popular  programs  substantially  below  administration  budget  requests 
or  zero  fund  others,   such  as  impact  aid,  was  doomed,  the  Majority 
revamped  its  recommendations  on  June  17.     The  end  result?  Our 
Committee  is  now  submitting  to  the  Budget  Committee  recommendations 
that  resemble  in  large  measure  the  Republican  alternative  offered 
at  the  June  10  meeting  and  overwhelmingly  rejected  by  the  Democrat 
Majority. 

Funds  have  been  restored  for  federally  impacted  school  districts, 
for  Head  Start,   for  vocational  education,  for  educating  the  handicapped, 
for  feeding  the  elderly  and  other  worthwhile  programs,  in  accordance 
with  the  Republican  position.     Nevertheless,  there  remain  differences 
where  we  believe  our  proposals  embodied  a  wiser  allocation  of 
resources,  more  responsive  to  the  needs  of  those  served  by  the  many 
programs  under  the  jurisdiction  of  this  Committee. 

As  a  result  of  the  June  17  meeting,   some  of  the  actions 
criticized  in  the  Minority  Views  that  follow  have  been  rendered 
moot  by  the  Committee's  subsequent  rectification  of  its  earlier 
irresponsible  action. 
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MINORITY  VIEWS   —   BUDGET  RECONCILIATION 

We  strongly  support  the  Congressional  budget  process  and  the 
concept  of  requiring  the  House  and  Senate  to  reconcile  the  total 
amount  of  Federal  expenditures  under  programs  within  their  jurisdictions 
with  the  totals  established  by  the  First  Concurrent  Budget  Resolution. 

And  once  that  process  gets  underway  in  Committee,  we  believe 
it  should  be  pursued  in  a  non-secretive,  bipartisan  and  good  faith 
fashion,  with  an  opportunity  to  debate  the  various  proposals  for 
reducing  spending.     Moreover,  the  job  is  not  done  until  full 
compliance  with  the  Budget  Committee's  total  savings  instructions 
is  achieved. 

Both  qualitatively  and  quantitatively  the  Democrat  Majority 
of  our  Committee  has  fallen  short  in  responding  to  the  reconciliation 
instructions.     Accordingly,  we,  the  undersigned,  disagree  with  the 
legislative  language  approved  overwhelmingly  by  the  Democrat  Majority, 
on  our  Committee  and  opposed  overwhelmingly  by  the  Republican  Minority, 
Further,  we  object  to  the  partisan  procedural  tactics  which  precluded 
debate. 

It  is  the  literal  requirement  of  the  First  Concurrent  Resolution 
on  the  Budget  that  at  least  $1,963  million  of  the  spending  reductions 
assigned  to  the  Education  and  Labor  Committee  be  accomplished  entirely 
by  legislative  changes  in  direct  spending   (entitlement)  programs.  The 
recommendations  to  the  Budget  Committee  by  the  Democrat  Majority 
fall  short  by  more  than  $423  million  in  meeting  this  mandate. 
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Our  carefully  wrought  alternative,  defeated  by  a  party 
line  vote,   fully  complies  with  both  the  spirit  and  letter  of  the 
reconciliation  instructions. 

On  the  other  hand,  the  product  of  the  majority's  begrudging 
attitude  toward  the  budget  process  shows  no  sign  of  the  agonizing 
they  claim  to  have  suffered  in  reaching  their  recommendations. 
Some  of  their  proposals  do  not  reflect  any  serious  consideration 
or  re-examination  of  traditional  spending  patterns.  Other 
proposals  appear  arbitrary  or  politically  motivated.  The 
rationale  employed  by  the  majority  to  arrive  at  their  numbers  is 
by  no  means  clear  to  us,  and  perhaps  not  to  them  either. 

We  believe  our  approach  would  provide  the  most  responsible 
allocation  of  the  resources  provided  by  the  American  taxpayer. 
Our  alternative  proposal  was  not  a  simple  acceptance  of  the 
program  cuts  assumed  for  our  Committee  by  the  Budget  Committee. 
Merely  to  do  that  would  be  to  abdicate  our  responsibility  to 
consider  those  recommendations  in  the  light  of  our  own  knowledge 
and  special  understanding  of  the  programs  and  our  own  independent 
assessment  of  priorities  for  spending. 

By  supporting  the  Gramm-Latta  Amendment  to  the  First 
Concurrent  Budget-  Resolution  we  reaffirmed  our  determination  to 
make  an  honest  and  effective  effort  to  restrain  the  growth  of 
Federal  spending.     But  we  did  not  assume  this  awesome  task 
lightly.     It  is  no  small  matter  to  meet  reconciliation 
instructions  totaling  more  than  12  billion  dollars  in  programs 
under  the  jurisdiction  of  this  Committee.     Nor  is  it  any  less 
painful  to  us  than  it  is  to  the  majority  to  propose  reduced 
funding  for  successful  programs.     Certainly  the  concern  expressed 
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by  the  Majority  for  the  welfare  of  the  beneficiaries  of  these  programs 
does  not  exceed  our  concern.     We  would  do  the  people  served  under 
these  programs  a  greater  disservice  by  not  heeding  the  President's 
request,   soundly  endorsed  on  the  floor  of  both  the  House  and 
the  Senate,   to  set  our  economy  on  a  long-term  path  leading  to  lower 
inflation  and  reduced  deficits. 

Over  the  last  decade  we  have  seen  ever-increasing  federal 
expenditures  result  in  a  shocking  loss  in  the  actual  purchasing 
power  of  that  federal  aid  when  measured  in  constant  dollars.  As 
we  improve  our  economic  condition  and  move  toward  prudent  management 
of  our  fiscal  resources,   the  American  taxpayer  receives  a  greater 
return  on  each  of  his  tax  dollars. 

We  are  hoping  that  an  alternative  can  be  adopted  on  the  floor 
of  the  House  to  the  recommendations  reported  out  by  the  Committee 
on  Education  and  Labor.     We  believe  that  reconciliation  should  be  more 
strictly  complied  with,  and  more  studied  consideration  should  have 
been  given  to  where  the  cuts  could  most  equitably  be  made.  The 
Republican  alternative  meets  these  criteria. 
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ELEMENTARY  AND  SECONDARY  EDUCATION 


The  Minority  proposal  recommended  reducing  all  education 
programs  from  the  CBO  82  baseline  to  the  current  level  of 
appropriation  in  Fiscal  Year  1981.     This  resulted  in  $709  million 
in  savings.     Additionally,  the  Minority  reported  cuts  below  the 
Fiscal  Year  1981  appropriation  level  which  resulted  in  an 
additional  $1,007  billion  in  savings.     Together,  these  reductions 
totaled  over  $1.7  billion  in  savings  from  those  education  programs 
within  the  Committee's  jurisdiction.     The  priorities  set  in  the 
Republican  alternative  offered  in  our  Committee  were  far  superior 
to  those  set  by  the  Democrat  Majority. 

The  following  comparison  illustrates  the  point: 


Cuts  from  CBO  1982  Baseline 


Democrat-adopted 
proposal : 


Republican 
proposal : 


Compensatory  education 


-822.2  m 


-810.8  m 


Impact  Aid 


-866.3  m 


-322.5  m 


Education  for  the 

Handicappted,  Gifted 
and  Talented 


-225.4  m 


-  99.3  m 
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IMPACT  AID 


We  view  with  open  suspicion  the  Majority's  proposal  for 
zero  funding  of  impact  aid.     Their  ill-disguised  attempt  to  set 
the  stage  for  future  political  profit  demonstrates  complete 
insensitivity  to  the  hardship  and  confusion  that  would  follow 
such  a  precipitous  withdrawal  of  funding  for  federally  affected 
school  districts. 

Even  the  strongest  critics  of  impact  aid  acknowlege  that 
"A"  children,  whose  parents  live  and  work  on  non-taxable  Federal 
property,  are  associated  with  a  clear  tax  loss  to  the  school 
districts.     Accordingly,  the  proposal  offered  by  the  Minority 
members  of  our  Committee  provides  for  funding  of  all  "A"  students, 
which  are  primarily  those  on  Indian  reservations  and  military 
installations. 
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COMPREHENSIVE  EMPLOYMENT  AND  TRAINING  ACT 

Our  colleague  Jim  Jeffords,  who  has  long  taken  the  lead 
in  CETA  youth  employment  and  training  programs ,  has  some  views 
which  are  set  forth  elsewhere  in  this  report,  in  which  he  is 
joined  by  Mr.  DeNardis.  Mr.  Jeffords  has  developed  alternative 
approaches  to  making  cuts  in  CETA  designed  to  keep  in  place  the 
job  training  components  necessary  to  insure  the  availability  of 
a  well-trained  work  force. 
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NUTRITION  PROGRAMS 

Our  colleague,  Bill  Goodling,  with  the  help  of  the  minority 
staff  and  other  Republican  members  of  the  Subcommittee  on  Elementary, 
Secondary,   and  Vocational  Education,  has  put  together  a  complete 
substitute  for  the  Majority's  proposal  for  the  child  nutrition 
programs.     This  substitute  achieves  a  significant  level  of  savings, 
but  in  a  manner  calculated  to  cause  the  least  possible  damage  to 
the  programs  and  to  our  overall  efforts  to  sustain  and  improve  child 
nutrition.     The  Republican  substitute  and  accompanying  CBO  cost 
savings  estimates  are  set  forth  in  separate  views. 
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STUDENT  ASSISTANCE 

The  Minority  disagrees  with  the  student  assistance  proposals 
reported  out  by  the  Full  Committee,  believing  that  the  Republican 
alternative  as  embodied  in  H.R.  3970  is  a  much  more  equitable 
proposal.     The  Democrat  proposal  sets  a  limit  for  eligibility 
for  a  Guaranteed  Student  Loan  of  a  family  income  of  $25,000.  This 
will  prevent  any  student  with  a  family  income  of  $25,000  or  more 
from  receiving  any  GSL  at  all  even  if  that  student  can  show  need. 
The  Republican  alternative  will  allow  a  student  from  any  income 
level  to  receive  a  GSL  if  he  can  show  need,  and  the  GSL  would  be 
limited  to  that  need  only. 

In  addition,  the  package  reported  out  by  the  Full  Committee  will 
cut  $50  million  from  the  College  Work-Study  Program  for  FY  1982,  1983 
and  1984  and  will  cut  $150  million,   $200  million  and  $250  million, 
for  FY  1982,   1983  and  1984,  respectively,  from  the  State  Student 
Incentive  Grant  Program.     The  Minority  does  not  favor  these  cuts 
in  light  of  cuts  to  the  GSL  program.     The  Republican  alternative 
would  make  no  such  cuts. 
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VOCATIONAL  EDUCATION 

Unfortunately,  the  Democrat  proposal  discontinued  funding 
of  the  National  Center  for  Vocational  Research  without  discussion 
or  explanation.     The  National  Center  has  exceeded  legislative 
expectations  in  terms  of  its  positive  effect  on  the  quality  of  local 
vocational  education  programs  as  attested  to  by  the  American 
Vocational  Association,  state  leaders  in  education  and  external 
reviewers  of  the  operation. 

The  Republican  proposal  accepted  the  Gramm-Latta  budget 
recommendation  for  Vocational  Education  by  reducing  overall 
Vocational  Educational  spending  by  $135  million  as  opposed  to  the 
more  severe  reduction  in  the  Majority's  proposal. 


80-613  0-81-23 
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REVISION  OF  BLACK  LUNG  PROGRAM 


The  Majority's  hastily  conceived  proposal  to  temporarily  double 
the  taxes  on  producers  of  coal  from  underground  mines  and  triple  the 
taxes  on  producers  of  coal  at  surface  mines  is  indefensible  in  the  follow- 
ing regards: 

(1)  The  imposition  of  the  tax,  apparently  described  as  a  "user  fee," 
invades  the  jurisdiction  of  the  Ways  and  Means  Committee. 

(2)  The  tax  creates  no  savings  pursuant  to  the  reconciliation 
process  for  our  Committee  since  our  Committee  cannot  be  credited  with 
a  savings  by  an  increase  in  new  revenues. 

(3)  The  proposal  provides  no  assurance  that  the  Black  Lung  Trust 
Fund  will  eventually  become  solvent  even  with  this  substantial  tax 
increase,  particularly  in  view  of  subsequent  provisions  requiring  the 
Trust  Fund  to  assume  the  obligations  of  responsible  operators  from  1970 
to  1978.    In  this  regard,  no  cost  estimates  were  provided,  and  as  a 
matter  of  fact,  no  figures  were  offered  at  all. 

(4)  The  imposition  of  a  tax  on  surface  producers  of  coal,  where 
miners  seldom,  if  ever,  acquire  black  lung  disease,  equal  to  the  tax  on 
underground  producers  of  coal,  where  the  largest  incidents  of  black  lung 
disease  occur,  is  an  unfair  if  not  unconstitutional  burden. 

(5)  By  its  terms,  the  proposal  substitutes  a  producer  of  coal  for 
collection  of  the  taxes  in  place  of  the  Internal  Revenue  Service. 

The  Majority's  further  proposal  to  shift  the  burden  of  paying 
reviewed  claims  under  the  1978  amendments  from  responsible  coal  mine 
operators  and  their  insurers  to  the  Trust  Fund  where  the  claim  had  been 
denied  prior  to  March  1,  1978,  but  approved  pursuant  to  the  1978  amendments 
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The  Administration's  proposal  would  provide  immediate  relief  to 
a  program  burdened  by  frivolous,  minor  and  fraudulent  claims,  assure 
more  prompt  disposition  of  justifiable  claims,   and  is  consistent  with 
the  President's  economic  program. 
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FEDERAL  EMPLOYEES'   COMPENSATION  ACT  (FECA) 

Although  reductions  in  FECA  were  not  targeted  in  the  First 
Concurrent  Resolution  on  the  Budget,  the  Reagan  Administration  has 
proposed  legislation  on  this  subject,  and  the  Minority  has  included 
it  in  its  Substitute. 

The  Administration's  proposal,  entitled  the  Federal  Employees' 
Reemployment  and  Compensation  Amendments  of  1981,  would  assure  that 
Federal  workers  disabled  as  a  result  of  their  employment  are  returned 
to  gainful  work  as  soon  as  possible.     The  bill  would  correct  numerous 
deficiencies  in  the  design  of  the  program,  stemming  from  the  1974 
Amendments,  by  tightening  program  administration  to  reduce  the 
incentives  for  abuse  and  to  assure  more  efficient  case  processing. 
Estimated  saving  in  fiscal  1982  is  $76.3  million,  with  cumulative 
saving  through  fiscal  1986  of  $796.2  million. 

The  major  elements  of  the  proposal  are: 

—  Adjusting  the  compensation  rate  to  80  percent  of  pre-disability 
spendable  income; 

—  Establishing  a  seven-day  waiting  period  at  the  onset  of 
disability  and  abolishing  the  45-day  Continuation  of  Pay  (COP) 
provision; 

--  Converting  FECA  recipients  to  civil  service  and  other  Federal 
retirement  program  rolls  at  age  65; 

—  Adjusting  the  payment  rate  for  death  benefits  to  comport 
with  the  rate  in  disability  cases;  and 

—  paying  identical  impairment  benefits,  pursuant  to  the 
schedule  of  losses  for  impairments,  regardless  of  an  employee's 
income  level  and  in  addition  to  periodic  compensation  benefits 
for  wage  loss. 
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has  the  effect  of  increasing  outlays  contrary  to  the  First  Concurrent 
Resolution  on  the  Budget.    It  is  a  proposal  that  is  (1)  directly  contrary 
to  the  letter  and  the  spirit  of  reconciliation,  and  (2)  directly  opposed 
to  the  concept  of  the  1978  amendments  which  promised  a  termination  of 
"lingering  Federal  liability."    With  the  addition  of  Trust  Fund  res- 
ponsibility for  these  new  claims,  it  is  apparent  that  the  Trust  Fund  will 
continue  to  be  insolvent  and  needs  to  be  financed  from  general  revenues, 
even  with  the  temporary  tax  increase  proposed. 

Rather  than  increasing  outlays,  the  Minority  offered  a  black  lung 
proposal,  which  would  have  tightened  up  the  eligibility  program  amounting 
to  a  savings  of  $272  million  in  FY  1982.    The  need  for  reform  in  the  eligibility 
program  was  illustrated  by  a  General  Accounting  Office  study  that  88.5% 
of  claims  awards  were  not  based  on  any  evidence  of  medical  disability. 
In  addition  to  increasing  the  tax  in  a  fair  manner  in  order  to  make  the 
Trust  Fund  solvent,  the  Minority's  proposal  would  construe  the  black 
lung  program  as  a  disability  program,  as  originally  envisioned,  and 
would  fulfill  the  promise  of  the  original  law  by  ending  Federal  res- 
ponsibility for  new  claims  on  February  28,  1983. 
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For  the  reasons  already  discussed  and  others,  we  find 
the  budget  reduction  proposals  being  recommended  by  our 
Committee  unacceptable.     As  previously  stated,  we  strongly 
support  the  concept  of  requiring  the  Committees  of  the  Congress 
to  reconcile  the  total  amount  of  Federal  expenditures  under 
programs  within  their  jurisdictions  with  the  totals  established 
by  the  First  Concurrent  Budget  Resolution. 

The  necessity  for  doing  this  within  very  stringent  time 
constraints  made  a  difficult  job  harder.     But  it  was  a  job 
that  had  to  be  done.     We  are  convinced  that  we  accomplished 
the  necessary  reductions  in  a  judicious  and  responsible  manner. 
While  there  remain  some  minor  differences  among  us  with  regard 
to  certain  specific  Republican  proposals,  we  are  agreed  that 
the  product  of  our  efforts  is  superior  to  that  being  recommended 
by  this  Committee. 
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MINORITY  VIEWS 
COMMITTEE  REPORT  TO  THE  BUDGET  COMMITTEE 
To  Comply  with  Reconciliation  Instructions 
First  Concurrent  Resolution  on  the  Budget  for  FY  1982 


Arlen  Erdahl,  M.C. 


M-fllicent  Fenwick,  M.CV 
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ADDITIONAL  VIEWS  of  HONORABLE  WILLIAM  F.   GOODLING  ON 
CHILD  NUTRITION  AND  NATIONAL  SCHOOL  LUNCH  PROGRAMS' 
COST  SAVINGS 

The  task  of  recommending  substantial  cost  savings  proposals 
in  the  Child  Nutrition  and  National  School  Lunch  Programs  was  an 
extremely  difficult  and  unpopular  one.     Nonetheless,  we  are  firmly 
committed  to  making  the  Congressional  budget  process  succeed  and 
have  assumed  the  responsibility,  as  Members  of  the  authorizing  committee 
in  the  House,  of  making  the  requisite  $1,459  million  savings  in  the 
various  child  nutrition  programs  as  called  for  in  the  First  Concurrent 
Budget  Resolution. 

The  Minority's  budget  recommendations  were  carefully  designed 
to  achieve  the  necessary  overall  budget  reductions  while  simultaneously 
guaranteeing  the  future  financial  soundness  of  these  programs  and 
insuring  the  nutritional  well-being  of  the  millions  of  youngsters 
whom  they  serve. 

Regrettably,  our  colleagues  on  the  Majority  side  of  the  House 
Education  and  Labor  Committee  have  deliberately  chosen  to  make  a 
farce  of  the  Congressional  budget  process.     They  have  elected  to 
ignore  the  instructions  and  the  budget  reduction  levels  contained  in 
the  First  Concurrent  Budget  Resolution  and,  in  so  doing,  it  appears 
that  they  may  have  abrogated  their  responsibility  to  the  House 
Budget  Committee. 

Although  we  were  not  provided  with  Congressional  Budget  Office 
cost  estimates  to  substantiate  any  savings  claimed,  we  are  told  by 
the  Majority  that  its.  Child  Nutrition/National  School  Lunch  Program 
savings  package,  as  reported  out  of  the  House  Education  and  Labor 
Committee,  will  result  in  $929  million  in  net  savings  in  Fiscal 
Year  1982.     Nine  hundred  fourteen  million  dollars  of  this  reduction 
added  to  the  five  other  direct  spending  program  reductions  falls 
$423.1  million  short  of  meeting  the $1,963    million  cost  savings  in 
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Views  of  Honorable  William  F.  Goodling 

direct  spending  required  under  the  terms  of  the  First  Concurrent 
Budget  Resolution.     In  short,  our  Democrat  colleagues  have  refused 
to  address  themselves  to  the  difficult  policy  decisions  at  hand  and 
have  avoided  making  the  unpopular  choices  that  are  of  necessity 
involved. 

We  are  pleased  to  see  that  the  Majority  has  chosen  to  include 
a  number  of  recommendations  which  are  identical  to  those  included 
in  the  Republican  Child  Nutrition/National  School  Lunch  Programs' 
cost  savings  package.     Nonetheless,  we  are  disturbed  to  see  that 
several  of  the  changes  proposed  in  the  Child  Care  Food  Program  may 
unnecessarily  eliminate  truly  needy  children,  while  other  changes 
may  result  in  "on  paper"  savings  only.     Moreover,  changes  called  for  by 
the  Majority  may  inadvertently  eliminate  from  participation  in  the 
school  feeding  programs  a  number  of  private  schools  which  enroll 
youngsters  from  families  with  modest  and  low  incomes  who  are 
receiving  scholarship  assistance.     In  addition,  in  what  appears  to 
be  a  questionable  savings  tally,  dollars  that  will  be  saved  in 
Fiscal  Year  1981  are  quietly  applied  to  the  Fiscal  Year  1982  savings 
total  established  in  the  First  Concurrent  Budget  Resolution. 

We  regret  that  our  colleagues  from  the  Majority  were  unwilling 
to  work  closely  with  us  in  a  bipartisan  effort  to  make  the  necessary 
changes  in  our  child  nutrition  programs  in  such  a  way  as  to  enable 
us  to  continue  to  fulfill  our  commitment  to  millions  of  deserving 
children. 

A  summary  of  the  major  provisions  incorporated  in  the  Republican 
substitute  Child  Nutrition/National  School  Lunch  Programs  *  cost 
savings  proposal  together  with  the  accompanying  savings  estimates 
furnished  by  the  Congressional  Budget  Office  follows: 
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CHILD  NUTRITION  AMENDMENTS  OF  1981 
(Summary  of  major  provisions  designed  to  achieve 
cost  reductions  pursuant  to  the  First  Budget 
Resolution  for  FY  1982) 


Limits  participation  in  the  Special  Milk  Program  to 
schools  and  institutions  which  do  not  participate  in 
a  meal  service  program  authorized  under  the  National 
School  Lunch  and  Child  Nutrition  Acts. 


Limits  sponsorship  in  the  Summer  Feeding  Program  to 
public  or  private  nonprofit  school  food  authorities, 
residential  summer  camps,  and  local,  municipal  or 
county  governments  (programs  must  be  operated  directly 
by  such  governments) . 


Extends  the  non-permanent  or  FY  1981  National  School 
Lunch  and  Child  Nutrition  Programs*  cost  savings  pro- 
visions incorporated  in  the  Omnibus  Reconciliation  Act 
of  1980  (P.L.  96-499)  with  the  exception  of  the  "safety 
net"  provision  which  exempted  school  food  authorities 
under  which  less  than  60%  of  the  lunches  served  in  the 
second  preceding  school  year  were  free  or  reduced  price 
from  the  2.5{£  reduction  in  Section  4  cash  reimbursement 
for  all  lunches. 


Reduces  by  50%  the  cash  and  commodity  assistance  for  paid 
meals  served  in  the  National  School  Lunch  and  School  Break- 
fast Programs. 


Establishes  the  Section  II  special  assistance  payment 
factor  for  reduced-price  lunches  at  40£  less  than  the 
special  assistance  payment  factor  for  free  lunches.  This 
provision  would,  in  effect,   set  the  charge  to  children 
receiving  reduced-price  lunches  at  40£  for  the  coming 
school  year. 
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6.     Lowers  reduced-price  meal  eligibility  from  1957o 
to  1857,  of  the  OMB  income  poverty  guidelines. 


7.     Establishes  full  meal  eligibility  at  1307.  of  the 
OMB  income  poverty  guidelines,  except  that  begin- 
ning July  1,  1983,  the  income  guidelines  will  be 
the  same  as  the  gross  income  guidelines  established 
by  the  Secretary  for  any  fiscal  year  for  participa- 
tion in  the  Food  Stamp  Program. 


8.     Establishes  authorization  of  appropriations  for  the 

Special  Supplemental  Food  Program  (WIC)  at  $1,037,000,000 
for  FY'82,  FY*83,  and  FY'84. 


9.     Extends  the  cost  savings  provisions  incorporated  in 
the  Omnibus  Reconciliation  Act  of  1980  (P.L.  96-499) 
to  the  Child  Care  Food  Program  (annual  adjustment  of 
reimbursement  rates  and  2.5j£  reduction). 


10.   Eliminates  reimbursement  under  the  Child  Care  Food 
Program  for  meals  and  snacks  served  to  the  children 
of  family  day  care  home  providers  whose  annual  income 
is  above  185%  of  the  OMB  poverty  income  guidelines. 
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11.   Eliminate  from  participation  in  the  Child  Care  Food 
Program  family  day  care  homes  less  than  one-third 
of  whose  participants  are  from  families  with  annual 
incomes  below  185%  of  the  OMB  poverty  guidelines. 


12.  Limit  CCFP  reimbursement  to  provide  for  a  maximum 
daily  meal  service  of  two  meals  and  one  snack. 


13.  Eliminates  the  tier  reimbursement  system  from  the 
Child  Care  Food  Program.     Future  rates  would  be 
based  on  each  family's  income  eligibility. 


14.  Eliminates  from  "after  school"  participation  in  the 
Child  Care  Food  Program  children  above  age  12,  with 
"the  exception  of  handicapped  or  migrant  children. 


15.  Eliminates  from  participation  in  the  various  child 
nutrition  programs  private  schools  with  average  an- 
nual tuitions  of  $1500  or  over. 


16.  Establishes  the  authorization  of  appropriations  for 
the  Nutrition  Education  and  Training  Program  (NET) 
at  $2,500,000  for  FY'82,  FY'83  and  FY'84. 


17.  Eliminate  the  Food  Service  Equipment  Assistance  Program 
(NSLP  and  CCFP). 
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18.  Except  in  those  States  when  the  program  is 
mandated,  limit  School  Breakfast  Program 
"severe  need"  assistance  to  school  districts 
serving  40*  or  more  free  and  reduced-price 
meals.~     Each  school  district  must  serve 

401  or  more  free  and  reduced-price  meals  to 
qualify  for  SBP  severe  need  rates; 

19.  Income  -  verification:     require  documentation 

of  income  as  a  condition  for  free  and  reduced- 
price  meal  eligibility;  remove  income  guide- 
lines from  application  form;  require  Social 
Security  numbers; 

20.  In  all  programs  authorized  under  the  Child 
Nutrition  and  National  School  Lunch  Act,  as 
amended,  establish  free  and  reduced-price 

^meal  eligibility  on  the  basis  of  the  family's 
current  income  level; 


21.     Requirement  that  the  Secretary  of  Agriculture 

review  National  School  Lunch  and  Child  Nutrition 
Program  regulations  for  the  purposes  of  determining 
ways  in  which  cost  savings  might  be  accomplished  at 
the  local  level  in  the  operation  of  these  programs 
without  impairing  the  nutritional  value  of  the  meali 
served . 
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R.vurd  6/3/41 


CHILD  NUTRITION  REDUCTION  PROPOSAL 
PREPARED  AT  THE.  REQUEST  C.c  CONGRESSMAN  ASHcROCIC.  .MAY  13.  1341 
(irf  fiscal  years,  in  millions  of  dollin) 


Reconciliation  3ase'.i.-.ei 

Child  Nu— :t:=n  Pr3j.-a.-ns 
Fu->ii  far  Src-j^cnx.j  Mi'«t3 
Special  Supplemental  Freeing  I^IO 
Summer  Fc-^-c j  Program 
Special  Milk  Program 
Total 


Proxurd  5avu~.CTt 

Extend  PJ_  96-^33 

Eliminate  the  safety  net 

Change  reduced  price  eligibility 
to  143%  el  poverty* 


Child  Cirs  -  limit  mean* 
to  2  per  cay  and 
one  v-idc 

Limit  severe  r.eed  bresld&its  to 
schools  with  *0ft  or  mort 
free  or  reduced  meal* 

Oange  the  eligibility  for  lre« 
meals  to  be  130%  o£ 
poverty  similar  to  food  stamps 
Reduce  school  lunch  and  Veakfast 
^cash  and  commodity  subsidies  for 
-paid-  meal  ay  30* 

Establish  new  base  rate* 

Lower  resuced  price  reimbursement  rat» 
by  an  additional  23  cents 

Extend  I9J0  reconciliation  provision  to 
Child  care  (2-3  cents  recuoion) 

Hold  WIC  at  $1,037  million 

Eliminate  private  schools  with 
tuitions  over  51-500 

Cap  nutrition  education  ax 
SU  million 

Eliminate  etruioment  assistance  in 
,NSU»  and  CCrP 

Eliminate  the  special  milk  program 
(or  all  schools  except  erase 
which  do  not  participate  in 
the  NSLP 


Restrict  the  summer  feeding 
program  to  schools, 
residential  summer  camps 
and  certain  public  sponsors 

Eliminate  reimbursements  under  child  care 
for  meals  served  to  enildren 
of  family  cay  care  home 
providers  wnese  annual  ircome  is 
»bov«  IJ3%  ot  poverty 

Eliminate  Irom  the  child  care  program 
all  family  cay  care  homes  where 
less  than  1/3  of  the  children 
are  from  families  with  annual  incomes 
belcr*  1S3%  of  poverty 

Eliminate  "tiering"  in  the 
child  care  program 
Eliminate  anyone  above  the  age 
of  12  from  paruoipa  U.-.J  in 
the  child  care  program  except 
handicapped  or  migrant  chilcren 

Income  verification  requiring  coci mentation  of 

income  and  a  Cefinition 

of  income  as  "current  income" 


Total  Savings 


BA 

OL 

BA 

OL 

BA 

OL 

BA 

OL 

3.337 

•3. 23! 

3,?«: 

3.170 

*,:oj 

».ai 

»,70S 

».471 

•ties)  JX3 

371 

377 

377 

'*» 

3S» 

343 

317 

527 

30* 

1,021 

3»3 

1.532 

i,;si 

1.160 

l.l»l 

121 

113 

1»7 

l»2 

160 

134 

172 

163 

113 

123 

123 

I2« 

130 

130 

I3» 

134 

»,il7 

4,37* 

4,03* 

4.314 

-340 

-333 

-3M 

-3»2 

•333 

-337 

-4 

- 

-33 

-37 

-33 

-33 

-34 

-34 

-72 
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-30 

-43 
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-34 

-a0 

-41 

-» 
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ADDITIONAL  VIEWS  OF  HONORABLE  WILLIAM  F .   GOODLINC  ON 
CHILD  NUTRITION  AND  NATIONAL  SCHOOL  LUNCH  PROGRAMS' 
COST  SAVINGS 


JohrtJM.  Ashbrook,  M.C. 


William  F.  Goodling,  M?C. 


Lawrence  J.  DeNardis,  M.C. 
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SUPPLEMENTAL  VIEWS 
Mr.  Jeffords 

In  developing  a  Republican  alternative  to  meet  the  reconciliation 
instructions  provided  to  the  Education  and  Labor  Committee,  great  pains  were  taken 
to  retain  the  integrity  of  the  programs  under  the  Committee' s  jurisdiction.  These 
programs  provide  vital  services  for  the  youth  of  our  country,  for  the  working  person 
and  for  the  elderly.    Our  actions  affect  the  lives  of  41.8  million  school-aged 
children,  not  to  mention  the  millions  more  who  are  unemployed,  underutilized 
or  untrained. 

These  programs  were  developed  over  many  years  in  response  to  the  needs 
and  problems  represented  among  these  groups.    Unfortunately,  the  budget  process 
required  that  we  find  over  $12  billion  dollars  in  savings  in  these  same  programs 
in  less  than  a  month's  time. 

The  reconciliation  process  necessitated  that  reductions  be  made  through 
changes  in  program  policy  and  through  decreases  in  program  authorization. 
Because  of  the  speed  with  which  these  policy  changes  had  to  be  made,  the  results 
are  more  easily  questioned  than  if  the  regular  legislative  process  had  been 
followed. 

The  Gramm-Latta  Resolution  received  substantial  support  in  the  House 
of  Representatives  indicating  that  many  of  us  agreed  that  changes  which  promised 
positive  effects  on  our  economy  needed  to  be  made.    However,  reconciliation 
instructions  required  that  a  disproportionate  share  of  the  budget  reductions 
be  borne  by  the  Education  and  Labor  Committee.    Although  we  do  not  dispute  the 
overall  budget  target  established  by  Gramm-Latta,  we  believe  that  a  different 
distribution  of  the  reductions  would  have  inflicted  less  harm  on  social 
service  programs  affecting  the  disadvantaged,  the  unemployed,  the  aged  and  the 
young.    The  Republican  Alternative  was  a  sensible  approach  to  the  cuts  mandated 
in  the  budget  resolution,'  however  if  a  greater  proportion  of  the  funds  had  been 
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allocated  to  social  programs  rather  than  the  defense  program,  for  example,  the 
Committee  would  have  had  greater  flexibility  in  making  appropriate  policy  changes. 

We  recognize  the  importance  of  education  and  training  programs,  especially 
for  our  young  people,  as  a  means  of  enhancing  their  future  employability  and 
productivity.    If  funds  could  have  been  reallocated  within  the  overall  Gramm- 
Latta  budget  level,  we  would  have  targetted  them  to  programs  providing  skills 
training,  and  educational  resources  and  access  such  as  the  Guaranteed  Student 
Loan  Program,  CETA  Youth  Programs,  Vocational  Education,  Special  Education  and 
education  programs  for  the  disadvantaged. 

Although  the  reductions  in  many  of  the  programs  under  the  Education  and 
Labor  Committee's  jurisdiction  are  substantial,  our  support  for  these  programs 
does  not  waiver.    If,  in  the  future,  there  should  be  an  opportunity  to  infuse 
additional  funding  into  these  programs,  we  would  wholeheartedly  support  such 
an  action. 


80-613  0-81-24 
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Mr.  Jeffords 


Lawrence  J.  DeNardis,  M.C. 
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ADDITIONAL  MINORITY  VIEWS  OF  ARLEN  ERDAHL 


Cutting  funds  for  programs  which  assist  states  to  provide 
appropriate  educational  experiences  for  disadvantaged  and  handi- 
capped children,  which  help  communities  to  offer  training  and  jobs 
for  American  youth,  which  provide  college  grants  and  loans  for  low- 
and  middle-income  students,  and  which  support  educational  research, 
is  a  difficult  and  unpleasant  task  for  both  Democrats  and  Republicans. 

I  believe  Republicans  made  a  sincere  attempt  in  our  reconciliation 
substitute  to  distribute  cuts  equitably,  while  minimizing  the  impact 
of  cuts  on  priority  programs.     Therefore,  as  the  ranking  minority 
Member  of  the  Subcommittee  on  Select  Education,  I  must  register  my 
concern  about  the  authorizing  levels  included  in  the  Democrat  sub- 
stitute for  two  programs  under  the  jurisdiction  of  Select  Education 
— the  Education  of  the  Handicapped  program  and  the  National  Institute 
of  Education. 

In  the  Democrat  substitute  which  is  being  reported  out  of  the 
Education  and  Labor  Committee,  funds  for  education  of  the  handicapped 
were  cut  by  11.4%  from  the  Congressional  Budget  Office  current  level 
estimate  for  1981  of  $1.1  billion.     The  Democrat  substitute  also 
zero-funded  the  preschool  incentive  grant  program.     The  Republican 
substitute,  in  contrast,  would  fund  the  Education  of  the  Handicapped 
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program  at  the  CBO  current  level  figure,  and  would  retain  specific 
funds  for  the  preschool  incentive  grant  program.     I  hope  before  a 
final  reconciliation  bill  is  passed  by  Congress,  that  funds  for  this 
essential  program  will  be  increased  to  the  level  recommended  in  the 
Republican  substitute. 

Moreover,  in  the  Democrat  substitute  funds  for  NIE  were  greatly 
reduced  from  §77  million  to  $25  million  for  fiscal  year  1982.  This 
represents  a  drastic  reduction  in  the  NIE  resources.     The  Republican 
substitute,  recognizing  the  importance  of  a  federal  role  in  supporting 
educational  research,  recommended  an  authorizing  level  of  $62.6  million 
for  NIE  for  fiscal  year  1982.     This  is  a  significant  reduction,  but 
would  allow  NIE  to  honor  its  current  research  commitments  and  pursue  a 
modest  number  of  new  initiatives.     In  a  time  when  we  are  likely  to  see 
fundamental  changes  in  education,  it  is  critical  that  we  make  a  responsible 
commitment  to  NIE  so  that  such  changes  may  be  documented  and  their  effects 
analyzed.     I  urge  my  colleagues  to  work  to  assure  that  funds  authorized 
for  NIE  are  comparable  to  those  offered  in  the  Republican  substitute. 

In  spite  of  these  concerns,  I  believe  many  responsible  proposals 
were  offered  by  both  sides  in  the  full  committee  meeting  on  reconcilia- 
tion.    I  regret,  however,  that  the  meeting  did  not  include  time  to 
explore  and  reconcile  our  differences  so  that  we  could  present  the 
Budget  Committee    with  a  bipartisan  package. 
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ADDITIONAL  MINORITY  VIEWS  OF  ARLEN  ERDAHL 


Arlen  Erdahl,  M.C. 


Mijllicent  Fenwick,  M>^. 
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SEPARATE  MINORITY  VIEW 
Mr.  Kramer 

The  majority  decision  to  eliminate  all  funds  for  impact  aid  is  an  abandon- 
ment of  the  promises  and  duties  of  the  federal  government  to  finance  the 
cost  of  federally  based  services.    Federal  reserves  and  land  holdings,  and 
the  federal  employees  who  live  on  them  in  order  to  service  them  are  not 
evenly  distributed  across  the  entire  United  States.    Perhaps  this  uneven 
distribution  of  our  national  responsibilities  for  parkland,  warehousing  of 
materials,  and  the  maintenance  of  sound  national  defense  capabilities 
allows  the  majority  to  cavalierly  expect  state  and  local  school  districts 
to  absorb  the  cost  of  national  duties. 

Military  personnel  and  federal  employees  living  on  federal  installations 
are  not  contributing  to  the  property  tax  base  of  a  community.    The  property 
tax  base,  in  most  states,  is  the  principal  method  of  financing  primary  and 
secondary  education.  Yet  the  majority  view  of  the  Education  and  Labor 
Committee  would  require  local  communities  to  pick  up  the  cost  of  educating 
children  of  these  federally  stationed  employees. 

Type  A  aid  is  a  replacement  of  the  cost  of  education  of  children  of  federally 
based  families.    To  ask  local  governments  or  the  federally  based  families 
to  absorb  the  cost  of  national  services  is  unjust  and  financially  unrealistic. 
Type  A  impact  aid  should  be  restored. 


Ken  Kramer,  M.C. 
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SEPARATE  MINORITY  VIEW 
Mr .  Kramer 


Ken  Kramer,  M.C. 


Arlen  Erdahl,  M.C. 
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ADDITIONAL  MINORITY  VIEWS 
OF 

HONORABLE  MARGE  ROUKEMA 


I  am  in  agreement  with  the  views  expressed  by  my  minority  colleagues, 
with  the  exception  of  the  minority  alternative  approach  towards  achieving 
savings  in  the  Guaranteed  Student  Loan  (GSL)  Program. 

Clearly,  the  changes  in  the  program  adopted  by  the  Committee  are  unaccep- 
table.   The  majority  has  succeeded  in  saving  $505  million,  but,  in  the  process, 
has  reduced  the  eligibility  for  loans  to  a  level  which,  after  adjusting  for 
inflation,  is  even  lower  than  that  which  existed  prior  to  enactment  of  the  Middle 
Income  Student  Assistance  Act  (P.L.  95-566),  enacted  in  1978. 

The  changes  adopted  by  the  Committee  would  establish  a  ceiling  for  eligibility 
at  $25,000  adjusted  annual  income.    Those  eligible  could  receive  the  maximum  loan 
($2500  per  year),  but  those  above  the  $25,000  income  level  would  not  be  eligible 
for  any  amount,  regardless  of  their  need.    Prior  to  enactment  of  P.L.  95-566,  the 
income  ceiling  was  also  $25,000.    However,  the  1981  equivalent  of  this  level  would 
be  about  $35,000  after  factoring  in  inflation,  according  to  the  Bureau  of  Labor 
Statistics.    Surely,  it  is  not  the  intent  of  this  Congress  to  regress  even  further 
than  the  pre-1978  level.    This  would  eliminate,  to  a  large  degree,  those  who  have 
certifiable  need  for  the  financial  assistance. 

The  minority  alternative  also  achieves  $505  million  in  savings  but  has  serious 
problems.    While  some  of  the  measures  taken  to  achieve  savings  are  clearly  acceptable 
(e.g.  institution  of  a  loan  origination  fee  and  elimination  of  certain  deferments), 
a  significant  amount  of  the  savings  is  achieved  by  requiring  a  demonstration  of  need 
by  every  loan  applicant  regardless  of  income  and  basing  the  amount  of  the  loan  (up 
to  $2500  per  year)  on  the  amount  of  such  need.    Unfortunately,  the  test  proposed  for 
determining  this  need  (the  test  currently  used  in  the  Pell  Grant  Program)  is  considered 
by  many  to  be  seriously  flawed.    While  there  is  a  deplorable  lack  of  reliable  data  as 
to  how  the  needs  test  would  affect  various  income  levels,  it  appears  that  it  will 
have  the  effect  of  reducing  the  eligibility  for  the  maximum  loan  ($2500  per  year)  to  a 
level  substantially  lower  than  the  $25,000  adopted  by  the  Committee. 

Whatever  formula,  if  any,  to  define  need  is  adopted,  it  is  essential  that  that 
test,  and  potential  alternatives,  receive  the  attention  of  the  recently- funded  National 
Commission  on  Student  Financial  Assistance.    I  have  been  assured  by  my  colleague  on 
the  Committee,  Mr.  William  D.  Ford  of  Michigan,  who  will  serve  as  the  Chairman  of  the 
Commission,  that  the  Commission  will  make  every  effort  to  give  this  problem  its  imme- 
diate attention  and  report  back  to  the  Congress  soon  enough  for  possible  legislative 
action  in  time  for  Fiscal  Year  1983. 

For  the  present,  it  is  incumbent  upon  us  to  make  some  corrections  to  end  the 
abuses  and  open-ended  entitlement  of  the  1978  law.  ..However,  the  combination  of 
escalating  inflation  and  rapid  increases  in  tuition*  have  created  increasing  burdens 
on  middle  income  levels.    I  am  of  the  opinion  that  the  commitment  to  higher  education 
in  this  country  should  not  change.    Yet,  if  either  of  the  two  proposals  which  were 
before  this  Committee  are  adopted  by  the  Congress,  we  will  be  abandoning  that  commit- 
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ment  to  those  in  the  middle- income  levels  who,  without  some  assistance,  will 
face  cash  flow  problems  serious  enough  to  jeopardize  the  attainment  of  their 
higher  education  goals. 

I  believe  that  we  must  combine  raising  the  income  level  for  eligibility 
for  the  maximum  loan  to  the  pre-1978  Act  level  ($35,000  when  adjusted  for 
inflation),  and  instituting  a  needs  test  for  those  above  that  level.    This  will 
preserve  the  commitment  of  the  program  to  those  from  low-moderate  income  families 
while  correcting  the  abuses  and  inequities  of  the  existing  law. 


Marge  Roukema,  M.C. 


1.    Most  colleges  will  adopt  double-digit  increases  in  tuition  rates  for 
the  coming  school  year,  as  was  the  case  last  year,  according  to  the 
Chronicle  of  Higher  Education  (2/9/81). 
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ADDITIONAL  VIEWS  ON  BUDGET  RECONCILIATION 

Substantial  support  was  shown  for  the  Gramm-Latta  Budget  Resolution  adopted 
in  the  House.    Now  that  we  have  completed  the  required  reconciliation  process 
though,  it  is  clear  to  us  that  the  reduction  should  have  been  distributed  in  a 
manner  that  would  have  enhanced  rather  than  hurt  our  country's  future  productivity 
through  support  of  education  and  training  programs. 

The  Republican  reconciliation  package  was  a  reasonable  and  sensible  approach 
to  dealing  with  the  sizable  cuts  mandated  in  programs  under  the  Education  and 
Labor  Committee's  jurisdiction  and  we  supported  this  effort.    Even  so,  we  believe 
that  through  reallocation  within  the  total  Gramm-Latta  spending  budget  level, 
additional  funds  could  and  should  be  made  available  for  these  important  programs. 

We  feel  that  the  cuts  will  have  a  dramatic  effect  on  the  ability  of  the 
Drograms  to  respond  to  the  needs  of  our  citizens  and  that  the  quality  of  life  will 
be  diminished  as  a  result.    The  strength  of  our  feelings  about  these  programs 
precipitated  the  development  of  our  own  alternative  which  would  have  decreased 
the  overall  reductions  required  by  the  Education  and  Labor  Committee  by  only 
8%  percent  or  $1.4  billion.    Through  this  alternative  our  concerns  could  have 
been  ameliorated.    Specifically,  we  would  have  retained  the  FY  1981  continuing 
resolution  funding  level  for  ESEA,  Title  I  programs,  which  are  targetted  toward 
disadvantaged  children.    This  change  would  have  resulted  in  a  $401.9  million  cut 
to  this  program.    Reducing  the  Guaranteed  Student  Loan  program  by  only  half  as 
much  (255  million)  would  have  allowed  it  to  operate  as  it  did  prior  to  the  enact- 
ment of  the  middle  income  student  assistance  program.    In  the  critical  area  of 
training  and  youth  programs,  a  cut  of  only  $859  million  instead  of  $1.66  billion 
in  the  Republican  alternative  would  have  assured  the  availability  of  a  reasonable 
level  of  services.    It  is  difficult  to  understand  why  the  Committee  has  recom- 
mended cuts  in  training  programs,  including  those  for  youth,  when  less  than  a  year 
ago  it  passed  a  comprehensive  youth  bill  with  only  51  dissenting  votes.  Additional 
access  to  the  arts  and  humanities  should  not  be  limited  by  the  ability  to  pay. 
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Therefore,  we  recommended  a  decrease  of  only  $81  million  in  the  funding  for  the 
Arts  and  Humanities  Endowments.    Finally,  we  recommended  funding  home  energy  assistance 
at  the  1981  appropriation  level  of  $1,875  billion,  while  granting  states  signifi- 
cantly more  flexibility  in  administering  this  important  program. 

These  reconciliation  modifications  as  we  have  defined  them  are  minimal  in 
terms  of  total  dollars  and  yet  substantially  decrease  the  detrimental  impact  of  the 
reduction  on  individuals  who  benefit  from  these  programs.    As  the  budget  process 
continues,  we  hope  that  these  modifications  will  be  considered  seriously. 


7807LDre 
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